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1972 CORPORATIONS TAX Chap. 143 
CHAPTER 143 
The Corporations Tax Act, 1972 
Assented to December 15th, 1972 
Session Prorogued December I 5th, 1972 
H ER MAJESTY, by and with the advice and consent of the Legislative Assembly of the Province of Ontario, 
enacts as follows: 
PART I 
lNTERPRETATION 
1.-(1) In this Act, 
1. "adjusted cost base" has the meaning given to that 
expression by section 56; 
2. "allowable capital loss" has the meaning given to 
that expression by section 40; 
3. "amount" means money, rights or things expressed 
in terms of the amount of monev or the value in 
terms of money of the right or thiri:g, except that the 
"amount" of any stock dividend paid by a corpora-
tion is the amount of the increase in the paid-up 
capital of the corporation by virtue of the payment 
of the dividend; 
4. "annuity" includes an amount payable on a periodic 
basis whether payable at intervals longer or shorter 
than a year and whether payable under a contract, 
will or trust or otherwise; 
S. "assessment" includes a reassessment; 
6. "bank" means a corporation or joint stock company 
wherever incorporated for the purpose of doing a 
banking business or the business of a savings bank 
that transacts such business in Ontario, whether the 
head office is situate in Ontario or elsewhere; 
7. "business" includes a profession, calling, trade, manu-
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includes an adventure or concern in the nature of 
trade but does not include an office or employment; 
8. "Canadian-controlled private corporation" has the 
meaning given to that expression by subsection 6 of 
section 125 of the Income Tax Act (Canada); 
9. "Canadian corporation" has the meaning given to 
that expression by subsection 1 of section 83; 
10. "capital dividend" has the meaning given to that 
expression by subsection 2 of section 77; 
11. "capital gain" for a fiscal year from the disposition 
of any property has the meaning given to that 
expression by section 41; 
12. "capital interest" of a corporation in a trust has the 
meaning given to that expression by clause b of sub-
section 1 of section 97; 
13. "capital loss" for a fiscal year from the disposition 
of any property has the meaning given to that expres-
sion by section 41; 
14. "capital property" has the meamng given to that 
expression by section 56; 
15. "common share" is a share the holder of which is 
not precluded upon the reduction or redemption of 
the capital stock from participating in the assets of 
the corporation beyond the amount paid up thereon 
plus a fixed premium and a defined rate of dividend; 
16. "corporation" means any corporation however or 
wherever incorporated and where any corporation 
or the whole or any part of the property thereof is 
placed in the hands or under the control of an agent , 
assignee, trustee, liquidator, receiver or other official , 
includes such agent, assignee, trustee, liquidator, 
receiver or other official, but does not include a cor-
poration incorporated without share capital: 
17. "cost amount" to a person of any property at any 
time means, except as expressly othcndse provided 
in this Act, 
i. ~·here the property was depreciable property 
of the corporation of a prescribed class, that 
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proportion of the undepreciated capital cost 
to it of property of that class at that time 
that the capital cost to it of the property is of 
the capital cost to it of all property of that 
class, 
11. where the property was capital property, 
other than depreciable property, of the cor-
poration, its adjusted cost base to it at that 
time, 
m. where the property was property described in 
an inventory of the corporation, its value at 
that time as determined for the purpose of 
computing its income, 
1v. where the property was eligible capital prop-
erty of the corporation in respect of a business, 
the cumulative eligible capital of the corpora-
tion in respect of the business at that time, 
v. where the property was a debt owing to the 
corporation, other than a debt the amount of 
which was deducted under clause r of subsec-
tion 1 of section 24 in computing the corpora-
tion's income for a fiscal year ending before 
that time, or any other right of the corpora-
tion to receive an amount, the amount of the 
debt or other right that was outstanding at 
that time, and 
v1. in any other case, the cost to the corporation 
of the property as determined for the purpose 
of computing its income, except to the extent 
that such cost has been deducted in computing 
its income from any fiscal year ending before 
that time; 
18. "cumulative eligible capital" has the meaning given 
to that expression by subsection 4 of section 18; 
L 9. "deferred profit sharing plan" has the meaning given 
to that expression by subsection 1 of section 120; 
20. "depreciable property" has the meaning given to that 
expression by subsection 17 of section 17; 
1085 
21. "designated surplus" has the meaning given to that 
expression by Part VII of the Income Tax A ct ~9~°iiean.) 
(Canada); 
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22. "dividend" includes a stock dividend, other than a 
stock dividend that was paid before 1972; 
23. "eligible capital expenditure" has the meaning given 
to that expression by subsection 4 of section 18; 
24. "eligible capital property" has the meaning given to 
that expression by section 56; 
25. "employed" means performing the duties of an office 
or employment; 
26. "employee" includes officer; 
27. "employees profit sharing plan" has the meaning 
given to that expression by subsection 1 of section 
118; 
28. "employer", in relation to an officer, means the per-
son from whom the officer receives his remuneration; 
29. "employment" means the position of an individual 
in the service of some other person, including Her 
Majesty or a foreign state or sovereign, and "servant" 
or "employee" means a person holding such a posi-
tion; 
30. "exempt income" means money or property received 
or acquired by a corporation in such circumstances 
that it is, by reason of any provision in Part II, not 
included in computing its income, but for greater 
certainty does not include a dividend on a share; 
31. "farming" includes tillage of the soil, live stock rais-
ing or exhibiting, maintaining of horses for racing, 
raising of poultry, fur farming, dairy farming, fruit 
growing and the keeping of bees, but does not include 
an office or employment under a person engaged in 
the business of farming; 
32. "fiscal year" means the period for which the accounts 
of the business of a corporation are ordinarily made 
up and accepted for purposes of assessment under 
this Act and, in the absence of an established prac-
tice, the fiscal year is that adopted by a corporation, 
but no fiscal year may exceed fifty-three weeks and 
any change in a usual and accepted fiscal year shall 
be made for the purposes of this Act only with the 
concurrence of or in accordance with the direction 
of the Minister; 
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33. "fishing" includes fishing for or catching shell fish, 
crustaceans and marine animals but does not include 
an office or employment under a person engaged in 
the business of fishing; 
34. "gross revenue" means the aggregate of all amounts 
received in a fiscal year or receivable in the fiscal 
year, depending on the method regularly followed 
by the corporation in computing its profit, other-
wise than as or on account of capital; 
35. "income bond" or "income debenture" means re-
spectively a bond or debenture in respect of which 
interest or dividends are payable only when the 
debtor corporation has made a profit before taking 
into account the interest or dividend obligation on 
such bond or debenture; 
36. "income interest" of a corporation in a trust has the 
meaning given to that expression by subsection 1 of 
section 97; 
37. "insurance corporation" or qinsurer" rneans a cor-
poration with or without share capital that carries 
on an insurance business; 
38. "inter vivas trust" has the meaning given to that 
expression by subsection 1 of section 97; 
39. "inventory" means a description of property the cost 
or value of which is relevant in computing the 
income of a corporation from a business for a fiscal 
year; 
40. "jurisdiction" means a province or territory of Can-
ada or a state outside Canada having sovereign 
power; 
41. "life insurance business" includes, 
1. an annuities business, and 
11. the business of issuing contracts all or any 
part of the issuer's reserves for which vary in 
amount depending upon the fair market value 
of a specified group of assets, 
carried on by a life insurance corporation or life 
msurer; 
1087 
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42. "life insurance corpora ti on" or "life insurer" means 
a corporation that carries on a life insurance business 
that is not a business described in subparagraph i 
or ii of paragraph 41 whether or not it also carries on 
a business described in either of those subparagraphs; 
43. "listed personal property" has the meaning given 
to that expression by section 56; 
44. " minerals" do not include petroleum, natural gas or 
related hydrocarbons, except coal or bituminous 
sands; 
45. "mineral resource" means, 
1. a base or precious metal deposit, 
11. a coal deposit, 
iii. a bituminous sands deposit, or 
1v, a mineral deposit in respect of which, 
(A) the Minister has certified that the prin-
cipal mineral extracted is an industrial 
mineral contained in a non-bedded 
deposit, 
(B) the principal mineral extracted is syl-
vitc, 
(C) the principal mineral extracted is halite 
that is extracted by underground min-
ing and not by operating a brine well, 
(D) the principal mineral extracted is silica 
that is extracted from sandstone or 
quartzite, or 
(E) the principal mineral extracted is gyp-
sum; 
46. ''Minister" means the lVIinister of Revenue: 
47. "net capital loss" has the meaning given to that 
expression by subsection 7 of section 99; 
48. "non-capital loss" ha!; the meaning given to that 
expression by subsection 7 of section 99; 
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49. "non-resident" means not resident in Canada; 
50. "non-resident-owned investment corporation" has 
the meaning given to that expression by subsection 5 
of section 110: 
51. "paid-up capital deficiency" has the meaning given 
to that expression by clause d of subsection 1 of sec-
tion 83; 
52. "permanent establishment" has the meanmg given 
to that expression by section 7; 
53. "personal-use property" has the meaning given to 
that expression by section 56; 
54. "preferred share" means a share other than a com-
mon share; 
SS. "prescribed" in the case of a form or the information 
to be given on a form, means prescribed by order of 
the 1\-iinister, and in any other case, means prescribed 
by regulation; 
56. "principal amount" in relation to any obligation 
means the amount that, under the terms of the 
obligation or any agreement relating thereto, is the 
maximum amount or maximum aggregate amount, 
as the case may be, payable on account of the obliga-
tion by the issuer thereof, otherwise than as or on 
account of interest or as or on account of any pre-
mium payable by the issuer conditional upon the 
exercise by the issuer of a right to redeem the obliga-
tion before the maturity thereof; 
57. "private corporation" has the meaning given to that 
expression by subsection 1 of section 83; 
S8. "property" means property of any kind whatsoever 
whether real or personal or corporeal or incorporeal 
and, without restricting the generality of the fore-
going, includes a right of any kind whatever, a share 
or a chose in action and, unless a contrary intention 
is evident, money; 
59. "public corporation" has the meaning given to that 
expression by subsection 1 of section 83; 
60. "railway" includes a railway and part of a railway 
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other motive power, constructed and operated on 
highways or on land owned hy the corporation that 
owns or operates it, or partly on highways and partly 
on such land, but does not include a street railway 
constructed or operated in whole or in part upon or 
along a highway under or hy virtue of an agreement 
with or a by-law of a city or town; 
61. "registered Canadian amateur athletic association" 
has the meaning given to that expression by subsec-
tion 4 of section 98: 
62. "registered Canadian charitable organization" has 
the meaning given to that expression by subsection 4 
of section 98; 
63. "registered pension fund or plan" means an em-
ployees' superannuation or pension fund or plan 
accepted for registration by the :\.1inister of National 
Revenue for purposes of the Income Tax Act (Canada) 
in respect of its constitution and operations for the 
fiscal year under consideration; 
64. "registered supplementary unemployment benefit 
plan" has the meaning given to that expression hy 
subsection 1 of section 119; 
65. "regulations" means regulations made under this 
Act; 
66. "resident in Canada" means resident in Canada for 
purposes of the Income Tax Act (Canada); 
67. "restricted farm loss" has the meaning given to that 
expression by subsection 1 of section 33; 
68. "share" means a share of capital stock of a corpora-
tion; 
69. "shareholder" includes a member or other person 
entitled to receive payment of a dividend; 
70. "subsidiary controlled corporation" means a cor-
poration more than SO per cent of the issued share 
capital of which, having full voting rights under all 
circumstances, belongs to the corporation to which it 
is subsidiary ; 
71. "subsidiary wholly-owned corporation" means a 
corporation all the issued share capital of which, 
except directors' qualifying share~ . belong to the cor-
poration to which it is subsidiary; 
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72. "superannuation or pension benefit" includes any 
amount received out of or under a superannuation 
or pension fund or plan and without restricting the 
generality of the foregoing, includes any payment 
made to a beneficiary under the fund or plan or to an 
employer or former employer of the beneficiary there-
under, 
1. in accordance \Vith the terms oI the fund or 
plan, 
11. resulting from an amendment to or modifica-
tion of the fund or plan, or 
iii. resulting from the termination of the fund 
or plan; 
73. "supplementary unemployment benefit plan" has 
the meaning given to that expression by subsection 1 
oI section 119; 
74. "tax payable" by a corporation under any Part of 
the Act means the tax payable by the corporation 
as fixed by assessment or reassessment subject to 
variation on objection or appeal, if any, in accordance 
with sections 154 to 160, as the case may be; 
75. "taxable Canadian corporation" has the meaning 
given to that expression by subsection 1 of section 83; 
76. "taxable Canadian property" has the meaning given 
to that expression by subsection 1 of section 115 of 
1091 
the Income Tax Act _(Canada) except ~hat;, for the~~;&-nian.J 
purposes only of sect10n 2, the express10n taxable 
Canadian property" includes a Canadian resource 
property, within the meaning given to that expression 
by subsection 12 oI section 63, any property that 
would have been a Canadian resource property •vithin 
the meaning given to that expression by subsection 
12 oI section 63, if it had been acquired after 1971, 
and an income interest in a trust resident in Canada: 
77. "taxable capital gain" bas the meaning given to that 
expression by section 40; 
78. "taxable dividend" has the meaning given to that 
expression by subsection l of section 83; 
79. "taxable income" has the meaning given to that 
expression by section 9; 
1092 
1970-71, 
c. 63 (Can.) 
"Taxation 
year" 
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80. "taxable income earned in Canada" has the meaning 
given to that expression by section 10; 
81. "taxable net gain" from dispositions of listed per-
sonal property has the meaning given to that expres-
sion by section 43; 
82. "taxation year" means that fiscal year in relation to 
which the amount of a tax under this Act is being 
calculated when the expression is used to distinguish 
it from another fiscal year; 
83. "tax-paid undistributed surplus on hand" has the 
meaning given to that expression by subsection 1 of 
section 83; 
84. "trust" has the meaning given to that expression by 
subsection 1 of section 248 of the Income Tax A.ct 
(Canada); 
85. "unit trust" has the meaning given to that expression 
by subsection 2 of section 97; 
86. "1971 capital surplus on hand" has the meaning 
given to that expression by subsection I or 2 of 
section 83; 
87. "1971 undistributed income on hand" has the mean-
ing given to that expression by subsection 4 or 5 
of section 196 of the Income Tax Act (Canada). 
(2) For the purposes of this Act, a reference to a taxation 
year ending in another year includes a reference to a taxation 
year ending coincidentally with that other year. 
(3) For the purposes of this Act, 
(a) related persons shall be deemed not to deal with each 
other at arm's length: and 
(b) it is a question of fact whether persons not related 
to each other were at a particular time dealing with 
each other at arm's length. 
~~~;';fnahip (4) For the purpose of this Act ' 'related persons'', or persons 
related to each other, arc, 
(a) individuals connected by blood relationship, marrjage 
or adoption; 
(b) a corporation and, 
(i) a person who controls the corporation , if it is 
controlled by one person , 
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(ii) a person who is a member of a related group 
that controls the corporation, or 
(iii) any person related to a person described in 
suhclause i or ii; 
(c) any two corporations, 
(i) if they are controlled by the same person or 
group of persons, 
(ii) if each of the corporations is controlled by one 
person and the person who controls one of the 
corporations is related to the person who con-
trols the other corporation, 
(iii) if one of the corporations is controlled by one 
person and that person is related to any mem-
ber of a related group that controls the other 
corporation, 
(iv) if one of the corporations is controlled by one 
person and that person is related to each mem-
ber of an unrelated group that controls the 
other corporation, 
(v) if any member of a related group that con-
trols one of the corporations is related to each 
member of an unrelated group that controls 
the other corporation, or '· 
(vi) if each member of an unrelated group that 
controls one of the corporations is related to 
at least one member of an unrelated group 
that controls the other corporation. 
1093 
(5) Where two corporations arc related to the same cor- Corporations 
. . , f b . 4 h l related to porat10n withm the meanmg o su sect10n , t ey shal , for each other 
the purposes of subsections 3 and 4, he deemed to he related 
to each other. 
(6) In this Act, 
(a) "related group" means a group of persons each mem-
ber of which is related to every other member of the 
group; and 
(b) "unrelated group" means a group of persons that is 
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(7) For the purposes of subsection 4, 
(a) where a related group is in a position to control a 
corporation, it shall be deemed to be a related group 
that controls the corporation whether or not it is part 
of a larger group by whom the corporation is in 
fact controlled; 
(b) a person who had a right under a contract, in equity 
or otherwise, either immediately or in the future and 
either absolutely or contingently, to, or to acquire, 
shares in a corporation, or to control the voting 
rights of shares in a corporation, shall, except where 
the contract provided that the right is not exercisable 
until the death of an individual designated therein, 
be deemed to have had the same position in relation 
to the control of the corporation as if he owned the 
shares; and 
(c) where a person owns shares in two or more cor-
porations, he shall as shareholder of one of the 
corporations be deemed to be related to himself as 
shareholder of each of the other corporations. 
(8) For the purposes of this Act, 
(a) persons are connected by blood relationship if one is 
the child or other descendant of the other or one is the 
brother or sister of the other; 
(b) persons are connected by marriage if one is married 
to the other or to a person who is so connected by 
blood relationship to the other; and 
(c) persons are connected by adoption if one has been 
adopted, either legally or in fact, as a child of the 
other or as the child of a person who is so connected 
by blood relationship, otherwise than as a brother 
or sister, to the other. R.S.O. 1970, c. 91, s. 1, 
amended. 
LIABILITY FOR TAXES 
2.- (1) Every corporation that is incorporated under the 
laws of Canada or a province thereof and that has a per-
manent establishment in Ontario shall for every fiscal year 
of the corporation pay to Her Majesty for the uses of Ontario 
the taxes imposed by this Act at the time and in the manner 
provided in this Act. R.S.O. 1970, c. 91, s. 4 (1). amended. 
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(2) Every corporation that is incorporated under the laws Idem 
of a jurisdiction outside Canada, which jurisdiction has not 
entered into a Tax Convention or Treaty with Canada for the 
fiscal year, and that at any time in the fiscal year or a previous 
fiscal year, 
(a) had a permanent establishment in Ontario within 
the meaning of section 7: or 
(b) owned real property in Ontario the income from \vhich 
arose from the sale or rental thereof: or 
(c) disposed of taxable Canadian property within the 
meaning given to that expression by paragraph 77 of 
subsection 1 of section I that was property situated 
in Ontario as prescribed by regulation, 
shall for every fiscal year of the corporation pay to Her 
IVlajesty for the u-;es of Ontario the taxes imposed by this 
Act at the time and in the manner provided in this Act. 
(3) Every corporation that is incorporated under the laws Idem 
of a jurisdiction outside Canada, which jurisdiction has 
entered into a Tax Convention or Treaty with Canada for the 
fiscal year, and that, at any time in the fiscal year or a 
previous fiscal year, 
(a) had a permanent establishment in Ontario within the 
meaning of section 7; or 
(b) owned real property in Ontario the income from which 
arose froni the sale or rental thereof and the corpora-
tion has elected to file a return of income under 
1095 
Part I of the Income Tax Act (Canada) pursuant tol970-71, 
. 21(: f h A c.63(Can.) sect10n l o t at ct; or 
(c) disposed of taxable Canadian property within the 
meaning given to that expression by paragraph 77 
of subsection I of section I that was property situated 
in Ontario as prescribed by regulation, 
shall for every fiscal year of the corporation pay to Her 
Majesty for the uses of Ontario the taxes imposed by this 
Act at the time and in the manner provided in this Art. 
R.S.O. 1970, c. 91, ,;. 4 (1), amended. 
(4) For the purposes of the election referred to in clause bldem 
of subsection 3, the reference in that sub,.,ection to "at anv 
time in the fiscal year or a previou-; fiscal ~·car," shall be read 
without reference to "or a previous fiscal year". 
:J. For the purposes of subsection 2 or 3 of section 2, a t~tf~'Rrc­
corporation "owned real property" if it had a legal, equitable 
or beneficial interest in the real property. R.S.O. 1970, c. 91, 
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4. For the purposes of this Act, where a fiscal year is 
referred to by a reference to a calendar year, the reference is 
to the fiscal year or years coinciding with, or ending in, that 
year. R.S.O. 1970, c. 91, s. 4 (2). 
5. \Vhere a corporation ceases to be liable for taxes imposed 
under this Act during a fiscal year or the existence of a 
corporation is terminated during a fiscal year, it shall, in 
respect of such incomplete fiscal year, pay the taxes imposed 
by this Act in the same manner as though such fiscal year 
ended on the date on which it ceased to be liable for taxes or 
upon which its existence was terminated, as the case may be. 
R.S.O. 1970, c. 91, s. 4 (3), amended. 
6.-(1) Unless otherwise provided in this Act, any tax 
imposed by this Act shall be determined on the amount of the 
paid-up capital stock, mileage or other subject in respect of 
which the amount of the tax is to be ascertained as such paid-up 
capital stock, mileage or other subject stood at the close of 
the fiscal year of the corporation for which the tax is imposed. 
(2) Any tax imposed by this Act that is to be calculated in 
respect of, 
(a) the taxable income of a corporation; or 
(b) the gross premiums that become payable to insurance 
corporations, 
shall be calculated with reference to the taxable income earned 
or the gross premiums that become payable, as the case may 
be, during the fiscal year of the corporation for which the 
respective tax is imposed. R.S.0. 1970, c. 91, s. 72. 
7 .- (1) In this Act, "permanent establishment" includes 
branches, mines, oil wells, farms, timberlands, factories, work-
shops, warehouses, offices, agencies and other fixed places of 
business. 
(2) \Vherc a corporation carries on business through an 
employee or agent who has general authority to contract for 
the corporation or who has a stock of merchandise owned by 
the corporation from which he regularly fills orders which he 
receives, such employee or agent shall be deemed to operate a 
permanent establishment of the corporation. 
(3) The fact that a corporation has business dealings through 
a commission agent, broker or other independent agent shall 
not of itself be deemed to mean that the corporation has a 
permanent establishment. 
Idem (4) The fact that a corporation has a subsidiary controlled 
corporation in a place or a subsidiary controlled corporation 
engaged in a trade or husiness in a place shall not of itself be 
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deemed to mean that the first-mentioned corporation is 
operating a permanent establishment in that place. 
(5) An insurance corporation is deemed to have a permanent Idem 
establishment in each jurisdiction in 'vvhich the corporation is 
registered or licensed to do business. 
(6) The fact that a corporation maintains an office solely for Idem 
the purchase of merchandise shall not of itself be deemed to 
mean that the corporation has a permanent establishment in 
that office. 
(7) Where a corporation, otherwise having a permanentidem 
establishment in Canada, owns land in a province, such land 
is a permanent establishment. 
(8) The fact that a non-resident corporation in a fiscal year Idem 
produced, grew, mined, created, manufactured, fabricated, 
improved, packed, preserved or constructed in whole or in part 
anything in Canada whether or not the corporation exported 
that thing without selling it prior to exportation, shall of 
itself, for the purposes of this Act, be deemed to mean that 
the corporation maintained a permanent establishment at any 
place where the corporation did any of those things in the 
fiscal year. 
(9) The use of substantial machinery or equipment in a Idem 
particular place at any time in a fiscal year of a corporation 
constitutes a permanent establishment of such corporation in 
that place for the fiscal year. 
(10) Where a corporation has no fixed place of business, it Idem 
has a permanent establishment in the principal place in which 
the corporation's business is conducted. 
(11) A corporation has a permanent establishment in theidem 
place designated in its charter or by-laws as being its head 
office. R.S.O. 1970, c. 91, s. 3, amended. 
PART II 
DIVISION A-LIABJLJTY FOR l:'-ICOME TAX 
1097 
8.-(1) Ex_cept as otherwise ~rovided in this Part, every i~~om ' 
corporat10n ltable to the taxes imposed under this Act bv 
virtue of subsection 1 of section 2, shall, for every fiscal yea"r 
of the corporation pay an income tax as hereinafter required 
upon its taxable income. 
(2) Except as otherwise provided in this Part. every cor- Idem 
poration liable to the taxes imposed under this Act by virtue 
of subsection 2 or 3 of section 2, shall, for every fiscal year of the 
corporation pay an income tax as hereinafter required upon its 
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9. The taxable income of a corporation for a fiscal year is its 
income for the fiscal year minus the deductions permitted by 
Division C. R.S.O. 1970, c. 91, s. 14, amended. 
10. The taxable income earned in Canada of a corporation 
for a fiscal year is its taxable income earned in Canada 
determined under Division D. New. 
11. Except as provided in subsection 3 or 4 of section 122 
no tax is payable under this Part upon the taxable income of a 
corporation for a period when that corporation was a corpora-
tion referred to in section 122. New. 
DIVISION B---col.iPUTATION OF INCOME 
Basic Rules 
t 2, The income of a corporation for a fiscal year for pur-
poses of this Part is its income for the year determined by 
the following rules, 
(a) determine the aggregate of amounts each of which is 
the income of the corporation for the fiscal year, 
other than a taxable capital gain from the disposition 
of a property, from a source inside or outside Canada, 
including, without restricting the generality of the 
foregoing, its income for the fiscal year from each 
business and property; 
(b) determine the amount, if any, by which, 
(i) the aggregate of its taxable capital gains for 
the fiscal year from dispositions of property 
other than listed personal property, and its 
taxable net gain for the fiscal year from dis-
positions o{listed personal property, 
exceeds, 
(ii) its allowable capital losses for the fiscal year 
from dispositions of property other than listed 
personal property; 
(c) determine the amount, if any, by which the aggrl'gate 
determined under clause a plus the amount determined 
under clause b exceeds the aggregate of the deductions 
permitted by Subdivision Din computing the income 
of the corporation for the fiscal year, except such of or 
such part of those deductions, if any, a~ ha,·e been 
taken into account in determining the aggregate 
referred to in clause a; and 
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(d) determine the amount, if any, hy which the remainder 
determined under clause c exceeds the aggregate of 
amounts each of which is its loss for the fiscal year 
from a business or property, 
and the remainder, if anv, obtained under clause d is the 
income of the corporation 'tor the fiscal year for the purposes 
of this Part. R.S.O. 1970, c. 91, s. 15, amended. 
1099 
13.-(1) For the purposes of this Act, Income or 
loss from 
a source 
h . l f . f fi L or from (a) t e income or oss o a corporation or a sea year sources in a 
from a husiness, property or other source, or from place 
sources in a particular place, is its income or Loss, as 
the case may be, computed in accordance with this 
Act on the assumption that it had during the fiscal 
year no income or loss except from that source or no 
income or loss except from those sources, as the case 
may he, and was allowed no deductions in computing 
its income for the fiscal year except such deductions 
as may reasonahly be regarded as wholly applicable to 
that source or to those sources, as the case may he, 
and except such part of any other deductions as may 
reasonably be regarded as applicable thereto; and 
R.S.O. 1970, c. 91, s. 25 (4), amended. 
(b) where the business carried on or the service performed 
by a corporation was carried on or performed, as the 
case may be, partly in one place and partly in 
another place, the income or loss of the corporation 
for the fiscal vear from the business carried on or 
the service performed hy it in a particular place is the 
income or loss of the corporation, as the case may be, 
computed in accordance with this Act on the assump-
tion that it had during the fiscal year no income or 
loss except from the part of the business that was 
carried on or the service performed in that particular 
place, as the case may be, and was allowed no deduc-
tions in computing its income for the fiscal year 
excepts uch decl uctions as may reasona hi y be reg a rd eel 
as wholly applicable lo that part of the business or the 
services performed, as the case may be, and except 
such part of any other deductions as may reasonably 
be regarded as applicable thereto. R.S.O. 1970, 
c. 91, s. 25 (5), amended. 
(2) Subject to subsection 3, in applying subsection 1 for the ldern 
purposes of this Part, no deductions permitted by subsection 
1 of section 60 are applicable either wholly or in part to a 
particular source or to sources in a particular place, as the 






















c. 63 (Can.) 
Idem 
Chap. 143 CORPORATION'S TAX 1972 
(3) In applying clause b of subsection 1 for the purposes of 
section 101 all deductions allowed in computing the income of 
a corporation for a fiscal year for the purposes of this Part 
shall be deemed to be applicable either wholly or in part to a 
particular source or to sources in a particular place, as the case 
may be. New. 
(4) Unless a contrary intention is evident, no provision of 
this Part shall be read or construed to require the inclusion 
or to permit the deduction, in computing the income of a 
corporation for a fiscal year or its income or loss for a fiscal 
year from a particular source or from sources in a particular 
place, of any amount to the extent that that amount has 
been included or deducted, as the case may be, in computing 
such income or loss under, in accordance with or by virtue 
of any other provision of this Part. New. 
Surrn1vrs10N A-INCOME OR LOSS 
FROM A BUSINESS OR PROPERTY 
Basic Rules 
J 4. -(1) Subject to this Part, the income of a corporation 
for a fiscal year from a business or property is its profit there-
fro.m for the fiscal year. R.S.O. 1970, c. 91, s. 16, amended. 
(2) Subject to section 33, the loss of a corporation for a 
fiscal year from a business or property is the amount of its 
loss, if any, for the fiscal year from that source computed by 
applying the provisions of this Act respecting computation of 
income from that source mutatis mutandis. 
(3) In this Act, "income from a property" does not include 
any capital gain from the disposition of that property and 
"loss from a property" docs not include any capital loss from 
the disposition of that property. New. 
15.-(1) For the purpose of computing income from a 
business, the property described in an inventory shall, except 
as provided in subsection 2, be valued at the same amount 
and for the same fiscal year, as is accepted for assessment 
under the Income Tax Act (Canada) and the regulations made 
thereunder. R.S.O. 1970, c. 91, s. 26 (1), amended. 
(2) Notwithstanding subsection 1, the Minister may deter-
mine the value of the property described in an im·cntory 
for the purposes of assessment under this Act if he is of the 
opinion that the values have been incorrectly determined hy the 
corporation. New. 
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(3) Notwithstanding subsections 1 and 2, for the purpose ofidem 
computing income for a fiscal year from a busirn:ss, the 
property described in an inventory at the commencement of the 
fiscal year shall be valued at the same amount as the amount 
at which it was valued at the end of tlw immediately preceding 
fiscal year for the purpose of computing incom~ for that 
preceding fiscal year. R.S.O. 1970, c. 91, s. 26 (2), amended. 
1101 
(4) Where the property d<:scribed in the inventory of a ~:lg~'~1~~ 
business at the commencement of a fiscal year has, according 
to the method adopted by the corporation for computing 
income from the business for that fiscal year, not been valued 
as requin:d by subsection 1 or 2, the property described 
then:in at the commencement of that fiscal year shall, if the 
.Minister so directs, be deemed to have been valued as required 
by that subsection. R.S.O. 1970, c. 91, s. 36, amended. 
Inclusions 
16.-(1) There shall be included in computing the incom(: ~c~~1~f~~clJ' 
of a corporation for a fiscal year as income from a business as income 
rrom business 
or property such of the following amounts as are applicable, or property 
(a) any amount received by the corporation in the year servi<;es. etc .. to be 
in the course of a business, rendered 
(i) that is on account of services not rendered 
or goods not delivered before the end of the 
year or that, for any other n:ason, may he 
regarded as not having been <:arned in th<: 
year or a previous year, or 
(ii) under an arrangement or understanding that 
it is repayable in whol<: or in part on tlH: 
return or resale to the corporation of articles in 
or by means of which goods were delivered 
to a customer; R.S.O. 1970, c. 91, s. 61 (1) (a). 
(b) any amount receivable by the corporation in resp<·ct Amounts 
. . rece1valllc 
of property sold or services rendered m the course of a in respect 
b . . I . h 1. h h of services usrness Ill t l<: year, notw1t stam mg t at t e amount etc .. rende;·ect 
may not be receivable until a subsequent year, unless 
the mdhod adopted by the corporation for com-
puting income from the business and accepted for the 
purpose of this Part does not require it to include 
any amount receivable in computing its income for 
a fiscal year unless it has been received in the year; 
R.S.O. 1970, c. 91, s. 61 (1) (b). 
(c) any amount received by the corporation in th<· year Interest 
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ing upon the method regularly followed by the cor-
poration in computing its profit, as, on account or in lieu 
of payment of, or in satisfaction of, interest; R.S.O. 
1970, C. 91, S. 17 (c). 
(d) anv amount deducted as a reserve for doubtful 
debts in computing the corporation's income for the 
immediately preceding year; R.S.O. 1970, c. 91 , 
S. 17 (e). 
(e) any amount, 
(i) deducted under clause o of subsection 1 of 
section 24, including any amount substituted 
by virtue of subsection 7 of section 24 for 
any amount deducted under that clause, or 
subsection 8 of section 24, or 
(ii) deducted under clause p of subsection 1 of 
section 24 or subsection 8 of section 24, 
in computing the corporation's income from a business 
for the immediately preceding year ; R.S.O. 1970, 
c. 91, s. 61 (1) (/). 
(f) such part of any amount payable to t he corpora-
tion as compensation for damage to, or under a 
policy of insurance in respect of damage to, property 
that is depreciable property of the corporation as has 
been expended by the corporation , 
(i) within the year, and 
(ii) wit hin a reasonable time after the damage, 
on repairing the damage; R.S.O. 1970, c. 91, s. 17 (j). 
(R") any amount received by the corporation in the year 
that was dependent upon the use of or production frmn 
property whether or not t hat amount was an instal-
ment of the sale price of t he property , except that an 
instalment of the sale pr ice of agricultural land is 
not included by virtue of this clause ; R.S.O. 1970, 
c. 91 ' s. 1 7 ( i) . 
(h) anv amount deducted as a reserve under clause q of 
subsection 1 of section 24 in computing the corpora-
tion 's income for the immediately preceding yea r ; 
R.S.O. 1970, c. 91 , s. 17 ~) . 
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(i) any amount received in the year on account of a Bad debts 
d b · f h · l l l · f b d d b recovered e t tn respect o w IC l a ( e( uct10n or a e ts 
had been made in computing the corporation's in-
come for a previous year; R.S.O. 1970, c. 91, s. 17 (h). 
(j) any amount required hy Subdivision G to he included fr~%dcnds 
in computing the corporation's income for the year corroratt_ons 
. f 1. . I d 'db . . l resident m m respect o a ( lVl( en pa1 ya corporat10n resu ent Canada 
in Canada on a share of its capital stock; R.S.O. 
1970, C. 91, S. 17 (a). 
(k) any amount required by Subdivision H to be included Dividends . from other 
in computmg the corporation's income for the year incorporations 
respect of a dividend paid by a corporation not 
resident in Canada on a share of its capital stock; 
(l) any amount that is, by virtue of Subdivision I incomern~~~c;;ship 
of the corporation for the year from a business or 
property; R.S.0.1970,c.91,s.17(d). 
(m) any amount required by Subdivision J to be included~s'i~t~;~!~~m 
in computing the income of a corporation for the 
year except any amount deemed by that subdivision 
to be a taxable capital gain of the corporation; and 
New. 
(n) any amount received by the corporation in the~~~ioyccs 
year under an employees profit sharing plan estab-sha1'ing plan 
lished for the benefit of employees of the corporation 
or of another corporation with whom the corporation 
docs not deal at arm's length. R.S.0. 1970, c. 91, 
s. 17 (j). 
(2) Clauses a and b of subsection I arc enacted for greater ~~tr~·Erc­
certain ty and shall not be construed as implying that any 
amount not referred to therein is not to be included in 
computing income from a business for a fiscal year whether it is 
received or receivable in the year or not. R.S.O. 1970, c. 91, 
s. 61 (2). 
17 .-(1) Where depreciable property of a corporation of a ~,~;;:~a~r 
Prescribed class has, in a fiscal year, been disposed of and ovedr . t d un cprccLa c 
the proceeds of disposition exceed the undepreciated capital capital cost 
cost to it of depreciable property of that class immediately 
before the dis position, the lesser of, 
(a) the amount of the excess; and 
(b) the amount that the excess would be if the property 
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shall be included in computing the income of the corporation 
for the year. RS.O. 1970, c. 91, s. 32 (1). 
(2) \Vhere one or more amounts are by subsection 1 required 
to be included in computing a corporation's income for a 
fiscal year in respect of the disposition of depreciable prop-
erty of a prescribed class and the corporation has, during 
the year but following the dispositions, acquired further de-
preciable property of that class, notwithstanding subsection 1 
and clause J of subsection 17 the following rules apply, 
(a) if the aggregate of the amounts that would, accord-
ing to the terms of subsection 1, be included there-
under in computing the income of the corporation is 
equal to or exceeds the amount that would, accord-
ing to the terms of clause J of subsection 17, be the 
undepreciated capital cost to the corporation of de-
preciable property of that class at the end of the 
year before any deduction is made under clause a 
of subsection 1 of section 24 for that year, 
(i) the amount to be included in computing the 
income of the corporation for the year under 
subsection 1 in respect of dispositions of 
depreciable property of that class is that 
aggregate minus the amount that would be 
that undepreciated capital cost, and 
(ii) the undepreciated capital cost to the cor-
poration of depreciable property of that class 
at the end of the year is nil; and 
(b) if the aggregate of the amounts that would, according 
to the terms of subsection 1, he included there-
under in computing the income of the corporation 
is less than the amount that would, according to the 
terms of clause J of subsection 17, be the undepre-
cia ted capital cost to the corporation of depreciable 
property of that class at the end of the year before 
any deduction is macle under clause a of subsection 
1 of section 24 for that year, 
(i) no amounts shall be included in computing the 
income of the corporation for the year in 
respect of depreciable property of that class 
under subsection 1, and 
(ii) the undepreciated capital cost to the corpora-
tion of depreciable property of that class at the 
end of the year before any ded11ction is made 
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under clause a of subsection of section 24 
for the year is the amount tl1at it would be 
according to the terms of clause f of subsec-
tion 17 minus that aggregate. R.S.O. 1970, 
C. 9J, S. 32 (2) . 
1105 
(3) Where an amount tl1at would otherwise be included Tn~urancc and com-
in computing the income of a corporation for a fiscal year,Pensation 
d , . . . I ,, b . f h. procc1>ds hereinafter referre to as the 'm1t1a year , y virtue o t 1s 
section is, 
(a) an amount payable, in respect of loss or destruction 
of property of a prescribed class, 
(i) under a policy of insurance, or 
(ii) otherwise as compensation for the property so 
lost or destroyed; or 
(b) an amount payable as compensation for property 
of a prescribed class taken under statutory authority 
or as the sale price of property sold to a person by 
wl10m notice of an intention to take it under statutory 
authority was given, 
the following rules apply, 
(c) the amount shall not, to the extent that it has been 
expended by the corporation, 
(i) in the fiscal year immediately following the 
initial year on acquiring property of the same 
class, 
(ii) in the fiscal year immediately following the 
initial year on acquiring, if the property so 
lost, destroyed, taken or sold was a building, 
a building of a prescribed class, or 
(iii) within a time certified by the ~Iinistcr to be 
a reasonable time following the initial year, on 
acquiring, if the property so lost, destroyed, 
taken or sold \Vas a vessel, a vessel of a pre-
scribed class, 
be included in computing the income of tl1e corpora-
tion for the initial year; and 
(d) the amount shall, to the extent that it has not been 
included in computing the income of the corporation 
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(i) in the case of a vessel, in the fiscal year in 
which it is in whole or in part expended in 
accordance with clause c, but only to the 
extent that it is so expended in that year 
and only if such year is within the time certi-
fied by the :Vlinister under subclause iii of 
clause c, and 
(ii) in the case of any other property, in the fiscal 
year immediately following the initial year, 
of depreciable property of the corporation of the 
same class as the property so acquired. R.S.O. 1970, 
c. 91, S, 32 (S). 
(4) Where depreciable property of a corporation that was 
included in a prescribed class, hereinafter in this subsection 
referred to as the "former class", has been transferred to 
another prescribed class, hereinafter in this subsection referred 
to as the "other class'', for the purposes of clause f of subsec-
tion 17, 
(a) there shall be added to the capital cost to the corpora-
tion of depreciable property of the former class 
acquired before the transfer, the greater of, 
(i) the amount, if any, by which the capital cost 
to the corporation of the transferred property 
exceeds the undepreciated capital cost to the 
corporation of depreciable property of the 
former class immediately before the transfer, 
and 
(ii) the aggregate of all amounts that would have 
been allowed to the corporation in respect of the 
transferred property, if it had been a prescribed 
class, at the rate that was allowed to the cor-
poration in respect of property of the former 
class under regulations made under clause a of 
subsection 1 of section 24 in computing income 
for the fiscal years before the transfer ; and 
(b) there shall be added to the total depreciation allmYed 
to the corporation for property of the other class the 
greater of the amounts determined under subclau:"e:>:" 
i and ii of clause a. R .S.O. 1970, c. 91, s. 32 (6), 
amended. 
(5) \Vhere, in calculating the amount of a deduction allowed 
to a corporation under regulations made under clause a of 
subsection 1 of sec Lion 24 in respect of depreciable prop('rty of 
the corporation of a prescrihed clas:", there has be('n added to 
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the capital cost to the corporation of depreciable property of 
that class the capital cost ol depreciable property, hereinalter 
in this subsection referred to as "added property", of another 
prescribed class, for the purpose of this section and regulations 
made under clause a of subsection 1 ol section 24 the added 
property shall, if the Minister so directs with reference to any 
fiscal year for which, within the time specified in clause a 
orb of subsection 4 of section 150, the Jlinister may make any 
reassessment or additional assessment or assess tax interest or 
penalties under this Part as the circumstances require, be 
deemed to have been property of the first-mentioned class and 
not of the other class at all times before the commencement 
of that year and, except to the extent that that property or any 
part thereof has been disposed of by the corporation before the 
commencement of that year, to have been transferred from the 
first-mentioned class to the other class at the commencement 
of that year. R.S.O. 1970, c. 91, s. 32 (7). 
1107 
(6) For the purr)ose of this section and an" regula tions made Rnl
1
".• bl 
. ~ J app 1ca e 
under clause a of subsection 1 of section 24, the following rules 
apply: 
1. \Vhere a corporation having acquired property for 
tlie purpose of gaining or producing income therefrom 
or for the purpose of gaining or producing income 
from a business, has commenced at a later time to use 
it for some other purpose, the corporation shall be 
deemed to have disposed of it at that later time at 
its fair market value at that time. R.S.O. 1970, 
c. 91, s. 32 (8) par. 1. 
2. Where a corporation, having acquired property for 
some other purpose, has commenced at a later time 
to use it for the purpose of gaining or producing 
income therefrom or for the purpose of gaining or pro-
ducing income from a business, the corporation shall 
be deemed to have acquired it at that later time at 
its lair market value at that time. R.S.O. 1970, 
c. 91, s. 32 (8) par. 2. 
3. Where property has, since it was acquired by a cor-
poration, been regularly used in part for the purpose 
of gaining or producing income therefrom or for the 
purpose of gaining or producing income from a business 
and in part for some other purpose', t}w corporation 
shall bt.: deemed to have acquired , for the purpose o f 
gaining or producing income, the proportion of t he 
property that the use regularly made of tht.: propt.: rty 
for gaining or producing income is of the whole use 
regularly made of the property at a capital cos t to the 
1108 
1970-71. 
c. 63 (CanJ 
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corporation equal to the same proportion of the capital 
cost to it ol the whole property; and, if the property 
has. in such a case, been disposed of, the proceeds 
ol disposition ol the proportion of the property deemed 
to have been acquired for gaining or producing income 
shall be deemed to be the same proportion of the 
proceeds of disposition of the whole property. R.S.O. 
1970, c. 91, s. 32 (8) par. S. 
4. \Vhere, at any time after a corporation has acquired 
property, there has been a change in the relation 
between the use regularly made by the corporation 
of the property for gaining or producing income and 
the use regularly made ol the property for other 
purposes, 
(i) if the use regularly made by the corporation 
of the property for the purpose of gaining or 
producing income has increased, the corpora-
tion shall be deemed to have acquired at that 
time depreciable property of that class at a 
capital cost equal to the proportion of the fair 
market value of the property as of that time 
that the amount of the increase in the use 
regularly made by the corporation of the 
property for that purpose is of the whole use 
regularly made of thf' property, and 
(ii) if the use regularly made of the property 
for the purpose of gaining or producing income 
has decreased, the corporation shall be deemed 
to have disposed at that time of depreciable 
property of that class and the proceeds ol dis-
position shall be deemed to be an amount 
equal to the proportion of the fair market 
value of the property as of that time that 
the amount of the decrease in the use regularly 
made by the corporation of the property for 
that purpo;;e is of the whole use regularly made 
of the property. R.S.O. 1970, c. 91, s . .32 
(8) par. 6. 
S. 'Where a corporation has received or is entitled to 
receive a grant, subsidy or other assistance from a 
govermneut, municipality or other p11blic authorit~· 
in respect of or for the acqubition of property, other 
than an amount authorized to !Jl' paid under an 
Appropriation A ct (Canada) in respect of \\·bich the 
provisions of clause e of suh,..ection 7 of section 13 of 
the Income Tax Act (Canada) \\·ould not apply, or an 
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amount authorized to be paid under tlH· Industrial 
H.esearch and Development Incentives A ct (Canada) 
or the Area Development Incentives Act (Canada) 
and approved by the lVIinister, the capital cost of the 
property shall be deemed to be the capital cost there-
of to the corporation minus the amount of the 
grant, subsidy or other assistance. R.S.O. 1970, 
c. 91, s. 32 (8) par. 8. 
1109 
(7) In applying paragraphs 1, 2, 3 and 4 of subsection 6 in "Busincs'" 
f . . l . C l f defined respect o a corporat10n not resll ent m ana( a, a re erence to a 
"business" shall he read as a reference to a business wholly 
carried on in Canada or such part of a business as is wholly 
carried on in Canada. R.S.O. 1970, c. 91, s. 32 (9). 
(8) \\/here in computing the income of a corporation for a Application ' of s. 24 (1) (ee) 
fiscal year, an amount has been deducted under clause ee of 
subsection 1 of section 24 or the corporation has elected 
under subsection 10 of section 24 to make a deduction in 
respect of an amount that would otherwise have heen deductible 
under that clause, the amount shall, if it was a payment on 
account of the capital cost of depreciable property, be deemed 
to have been allowed to the corporation in respect of the 
property under regulations made under clause a of subsection 
1 of section 24 in computing the income of the corporation, 
(a) for thl: fiscal year; or 
(b) for the fiscal year in which the property was acquired, 
whichever is the later. R.S.O. 1970, c. 91, s. 32 (12). 
(9) \Vhere a deduction has been made under the Canadian Where. 
V l 
' deduct10n 
esse Construction Assistance Act for any year, subsection 1 is under 
I . bl ' f h · Canudwn app 1ca e m respect o t e prescnhcd class created by that Fessel . 
A h ·1 · Conslructwn ct or any ot er prescn )Cd class to which the vessel may have As;ist,unc" 
bel:n transferred. RS.O. 1970, c. 91, s. 32 (13). Aci 
(10) For the purposes of this section and any regulations ~g.1v;?ion 
made under clause a of subsection 1 of section 24 a vessel in vessel 
f h . 1 · . . f deemed respect o w 1c l any convers10n cost is mcurred a ter :\larch prescribed 
23, 1967 shall, to the extent of the conversion cost, be deemed class 
to be included in a separate prescribed class. R.S.O. 1970, 
c. 91, s. 32 (14). 
(11) Where a vessel owned by a corporation on January 1 .~~~~·i~i~I'gnB 
1966 or constructed pursuant to a construct ion cont rnct not applicable 
l 
. . . 
966 
l In certain 
cnten:c mto by the corporat10n pnor to 1 ) ) am not com-cases 
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(a) subsection 1 and Subdivision B do not apply to the 
proceeds of disposition, 
(i) if an amount at least equal to the proceeds 
of disposition is used by the corporation, 
before 1974 and during the fiscal year of the 
corporation in which the vessel is disposed of or 
within 4 months from the end of the fiscal 
year, under conditions satisfactory to the 
l\.1inister, either for replacement or to incur 
any conversion cost with respect to a vessel 
owned by the corporation, or 
(ii) if the :VTinister certifies that the corporation 
has, on satisfactory terms deposited, 
(A) on or before the day on which the 
corporation is required to tile a return 
for the fiscal year in which the vessel 
was disposed of, or 
(B) on or before such day subsequent to 
the day referred to in sub-subclause A, 
as the l\Iinister may specify in respect 
of the corporation, 
an amount at least equal to the tax that 
would, but for this subsection, be payable 
by the corporation under this Part in respect 
of the proceeds of disposition, or satisfactory 
security therefor, as a gnaran tee that the 
proceeds of disposition will be used before 
197 4 for replacement; and 
(b) the corporation may, within the time prescribed for 
the filing of a return for the fiscal year in which the 
vessel was disposed of, elect to han the n~sscl con-
stituted a prescribed class, or, if any com·ersion cost 
in respect of the vessel has been included in a separate 
prescribed class, have it transferred to that class, and, 
ifthccorporationsoelects, the vessel shall be deemed to 
have been so transferred immediately before the dis-
position thereof but this clause does not apply unless 
the proceeds of disposition of the vessel exceed the 
amount that \VOuld be the undeprcciatedcapital cost of 
the property of the class to which it would be so 
transferred. R.S.O. 1970, c_ 91, s. 32 (15). 
( 12) \Vhere a vessel owned by a corpora ti on is dispose<l 
of by it, the corporation may, if subsection 11 docs not apply 
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to the proceeds of disposition or if the corporation docs not 
make an election under clause b of subsection 11, within the 
time prescribed for the filing of a return for the fiscal year in 
which the vessel is disposed of, elect to have the proceeds 
that would be included in computing its income for the year 
by virtue of this Part treated as proceeds of disposition of 
property of another prescribed class that includes a vessel 
owned by the corporation. R.S.O. 1970, c. 91, s. 32 (16). 
1111 
(13) Where a separate prescribed class has been constituted Prescribed 
either under this Act or the Canadian Vessel Construction ~~f~~t~~nby 
A · A b · f h · f l d conversion ssistance ct y virtue o t e conversion o a vesse owne cost deemed 
by a corporation and the vessel is disposed of by the corpora- ~f,[Js 0Jon-
tion, if no election is made under clause b of subsection 11, ~~is~~~~egnby 
the separate prescribed class constituted by virtue of the dispo•i~ion 
conversion shall be deemed to have been transferred to the 
class in which the vessel was included immediately before 
the disposition thereof. R.S.O. 1970, c. 91, s. 32 (17). 
(14) Notwithstanding any other provision of this Act,~~~l~ess­
where a corporation has, 
(a) expended an amount as described m subclause m 
of clause c of subsection 3; or 
(b) made an election under clause b of subsection 11 
with respect to a vessel and the proceeds of disposi-
tion of the vessel have been used before 1974 for 
replacement under conditions satisfactory to the 
Minister, 
such reassessments of tax, interest or penalties shall be made 
as are necessary to give effect to subsections 3 and 1 L 
R.S.O. 1970, c. 91, s. 32 (18). 
(15) All or any part of a deposit made under subclause ii~/i;fe~s~~ltn 
of clause a of subsection l l or under the Canadian Vessel 
Construction Assistance Act may be paid out to or on behalf 
of any corporation which, under conditions satisfactory to 
the Minister and as a replacement for the vessel disposed of, 
acquires a vessel before 197 4, 
(a) that was constructed in Canada and is registered 
in Canada or is registered under conditions satis-
factory to the f\1Iinister in any country or territory 
to which the Mritish Commonwealth Merchant Ship-
ping Agreement (signed at London on December 10, 
1931) applies; and 
1112 
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(b) in respect of the capital cost of which no allowance 
has been made to any other corporation under this 
Act or the Canadian Vessel Construction A ssi"stance 
Act, 
or incurs any conversion cost with respect to a vessel owned 
by the corporation that is registered in Canada or is registered 
under conditions satisfactory to the }finister in any country 
or territory to which the said British Commonwealth Merchant 
Shipping Agreement applies, but the ratio of the amount 
paid out to the amount of the deposit shall not exceed the ratio 
of the capital cost to the corporation of the vessel or the 
conversion cost to the corporation of the vessel, as the case 
may be, to the proceeds of disposition of the vessel disposed 
of; and any deposit or part of a deposit not so paid out 
before 1974 or not paid out pursuant to subsection 16 shall 
be paid to the Treasurer of Ontario. R.S.O. 1970, c. 91, 
S. 32 (19). 
(16) Notwithstanding any other prov1s1on of this section, 
where a deposit was made by a corporation under snbclause ii 
of clause a of subsection 11 and the proceeds of disposition 
in respect of which the deposit was made arc not used by any 
corporation before 1974 under conditions satisfactory to the 
Minister as a replacement for the vessel disposed of, 
(a) to acquire a vessel described in clauses a and b of 
subsection 15; or 
(b) to incur any conversion cost with respect to a \·essel 
owned by that corporation that is registered in 
Canada or is registered under conditions satisfactory 
to the rvfinister in any Country Or territory to \Yhich 
the British Commonwealth Merchant Shipping ,\gree-
rnent applies, 
the Minister may refund to the corporation the deposit . or 
the part thereof not paid out to the corporation under sub-
section 15, as the case rnav be, in which case there shall be 
added, in computing the rncome of the corporation for the 
fiscal year of the corporation in \vhich the vessel \\·as disposed 
of. that proportion of the amount that would lw.\·e been 
included in computing the income of the corporation for the 
year by virtue of this Part had the deposit not been made 
under subclause ii of clause a of subsection 11 that the portion 
of the proceeds of disposition not so used before 1974 as snch 
a replacement is of the proceeds of disposition; and notwith-
standing any other provision of this Act such reassessments 
oI t<tx, interest or penalt ies shall be made as are necc:-1sary 
to give effect to this su bscction. l<..S.O. 1970, c. 91 , s. 32 (20). 
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(17) Jn this section and any regulations made under{~ifgw·e­
clause a of subsection l of section 24, 
(a) "conversion", in respect of a vessel, means a conver-
sion or major alteration in Canada by a corporation 
in accordance with plans approved in writing by the 
Minister of Industry, Trade and Commerce for pur-
poses of the Income Tax A ct (Canada) and by the ~9~i-n·an.> 
Minister, and "conversion cost" means the cost of a 
conversion as determined by the Minister; 
(b) "depreciable property" of a corporation as of any 
time in a fiscal year means property in respect of 
which the corporation has been allowed, or is en-
titled to, a deduction under regulations made under 
clause a of subsection 1 of section 24 in computing 
income for that or a previous fiscal year; 
(c) "disposition of property" includes any transaction 
or event entitling a corporation to proceeds of dis-
position of property; 
(d) "proceeds of disposition" of property includes, 
(i) the sale price of property that has been sold, 
(ii) compensation for property unlawfully taken, 
(iii) compensation for property destroyed and any 
amount payable under a policy of insurance 
in respect of loss or destruction of property, 
(iv) compensation for property taken under statu-
tory authority or the sale price of prop-
erty sold to a person by whom notice of an 
intention to take it under statutory authority 
was given, 
(v) compensation for property injuriously affected, 
whether lawfully or unlawfully or under 
statutory authority or otherwise, 
(vi) compensation for property damaged and any 
amount payable under .a policy of insurance in 
respect of damage to property, except to the 
extent that such compensation or amount, 
as the case may he, has within a reasonable 
time after the damage been expended on H'-
pai ring the damage, 
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(vii) an amount by which the liability of a cor-
poration to a mortgagee is reduced as a result 
of the sale of mortgaged property under a 
provision of the mortgage, plus any amount 
received by the corporation out of the pro-
ceeds of such sale, and 
(viii) any amount included in computing a corpora-
tion's proceeds of disposition of the property 
by virtue of clause c of section 70; 
(e) "total depreciation" allowed to a corporation before 
any time for property of a prescribed class means 
the aggregate of all amounts allowed to the corpora-
tion in respect of property of that class under regu-
lations made under clause a of subsection 1 of sec-
tion 2.t in computing income for fiscal years before 
that time; 
(f) "undepreciated capital cost" to a corporation of 
depreciable property of a prescribed class as of any 
time means the capital cost to the corporation of 
depreciable property of that class acquired before 
that time minus the aggregate of, 
(i) the total depreciation allowed to the corpora-
tion for property of that class before that time, 
(ii) for each disposition before that time of prop-
erty of the corporation of that class, the least 
of, 
(A) the proceeds of disposition of the prop-
erty, 
(B) the capital cost to the corporation of 
the property, and 
(C) the undepreciated capital cost to the 
corporation of property of that class 
immediately before the disposition, 
(iii) each amount by which the undepreciated 
capital cost to the corporation of depreciable 
property of that class as of the end of a preYious 
year was reduced by virtue of subsection 2, 
and 
(iv) where the property of that class was a<'quircd 
hy the corporation for th(' purpose of gainin~ 
or producing income from a mine and the cor-
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poration so elects in prescribed manner and 
within a prescribed time in respect of that 
property, an amo11ntequal to that portion of the 
income derived from the operation of the mine 
that is, by virtue of the provisions of the 
Corporations Tax Application Rules, 1972 re-
lating to income from the operation of new 
mines, not included in computing income of 
the corporation or any other corporation : <md 
1115 
(g) " vessel" means a vessel as defined in the Cancuia ~t-~· 1970. 
Shipping Act. R.S.O. 1970, c. 91, s. 32 (4) . 
18.- (1) \\'here, as a result of a transaction occurring Saledof
11 . . goo w1 
after 1971, an amount has become payable to a corporation mand other 
. . . · ··nothi nf.{s'' 
a fiscal year m respect of a busmess earned on or formerly · 
carried on by the corporation and the consideration given by 
the corporation therefor was such that, if any payment had 
been made by the corporation after 1971 for that considera-
tion, the payment would have been an eligible capital 
expenditure of the corporation in respect of the business, 
there shall be included in computing the corporation's income 
for the year from the business the amount, if any, by which 
one-half of the amount so payable, which one-half is hereafter 
in this section referred to as an "eligible capital amount" in 
respect of the business, exceeds the cumulative eligible 
capital of the corporation in respect of the business immediately 
before the amount so payable became payable to the 
corporation. 
(2) Where any amount is, by any prov1s1on of this Act,~e~~~~t 
deemed to be a corporation's proceeds of disposition of anypayable 
property disposed of by the corporation at any time, for the 
purposes of subsection 1 that amount shall he deemed to have 
become payabk to it at that time. 
(3) Where a corporation has, during a fiscal year but ~~~iS:isu~~t 
after the latest time at which any amount payable to theexpenses 
corporation, in respect of which the corporation is required 
by subsection l to include an amount in computing its income 
for the year from a business, became payable to the corpora tion, 
made or incnrred outlays or expenses that are eligible capital 
expenditures in respect of the business, notwithstanding 
subsection 1 and clause a of subsection 4, the following 
rules apply, 
(a) if the aggregate of the amounts that would, ac-
cording to the terms of subsection 1, be included 
in computing the income of a corporation for the year 
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cumulative eligib'le capital in respect of the business 
at the end of the year, 
(i) the amount to be included in computing 
the corporation's income for the year from the 
business under subsection 1 is that aggregate 
minus the amount that would otherwise be its 
cumulative eligible capital in respect of the 
business at the end of the year, and 
(ii) the corporation's cumulative eligible capital 
in respect of the business at the end of the 
year is nil; and 
(b) if the aggregate of amounts that would, according 
to the terms of subsection 1, be included in com-
puting the corporation's income for the year from 
the business is less than its cumulative eligible 
capital in respect of the business at the end of the 
year, 
(i) no amounts shall be included in computing 
the corporation's income for the year from 
the business under subsection 1, and 
(ii) the corporation's cumulative eligible capital 
in respect of the business at the end of the 
year is the amount thereof otherwise deter-
mined minus that aggregate. 
(4) In this section, 
(a) "cumulative eligible capital" of a corporation at any 
time in respect of a business means, 
(i) one-half of the aggregate of the eligible 
capital expenditures in respect of the business 
made or incurred by the corporation before 
that time, 
minus, 
(ii) the aggregate of, 
(A) all amounts each of which is an amount 
in respect of any fiscal year of the 
corporation ending before that time, 
equal to the amount deducted under 
clause b of subsection 1 of section 24 
in computing the income of the cor-
poration for that year from the busi-
ness, 
1972 CORPORATIONS TAX Chap. 143 
(B) for each eligible capital amount in 
respect of the business that became 
payable to the corporation before that 
time, the lesser of, 
1. the eligible capital amount, and 
2. the cumulative eligible capital 
of the corporation in respect of 
the business immediately before 
the disposition as a result of 
which the eligible capital 
amount became payable, and 
(C) all amounts bv which the cumulative 
eligible capital of the corporation in 
respect of the business at the end of 
any fiscal year of the corporation 
ending before that time was reduced 
by virtue of subsection 3; and 
(b) "eligible capital expenditure" of a corporation 
in respect of a business means the portion of any 
outlay or expense made or incurred by it, as a 
result of a transaction occurring after 1971, on 
account of capital for the purpose of gaining or 
producing income from the business, other than any 
such outlay or expense, 
(i) in respect of which any amount is or ,.,.-ould 
be, but for any provision of this Act limiting 
the quantum of any deduction, deductible, 
otherwise than under clause b of subsection 
1 of section 24, in computing the income of the 
corporation from the business, or in respect of 
which any amount is, by virtue of any pro-
vision of this Act other than clause b of 
subsection 1 of section 22, not deductible in 
computing such income, 
(ii) made or incurred for the purpose of gaining 
or pro?ucing income that is exempt income, 
or 
(iii) that is the cost of, or any part of the cost of, 
(A) tangible property of the corporation, 
(B) intangible property that is depreciable 
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(C) property in respect of which any 
deduction, otherwise than under clause 
b of subsection 1 of section 24, is per-
mitted in computing its income from 
the business or would be so permitted 
if its income from the business were 
sufficient for the purpose, or 
(D) an interest in, or right to acquire, any 
property described in any of sub-
subclauses A to C, 
but, for greater certainty and without restnctmg 
the generality of the foregoing, does not include 
any portion of, 
(iv) any amount paid or payable, as the case 
may be, to any creditor of the corporation 
as, on account or in lieu of payment of any 
debt or as or on account of the redemption , 
cancellation or purchase of any bond or 
debenture, 
(v) any amount paid or payable, as the case 
may be, to a person as a shareholder of 
the corporation, or 
(vi) any amount that is the cost of, or any part of 
the cost of, 
(A) an interest in a trust, 
(R) an interest in a partnership, 
(C) a share, bond, debenture, mortgage, 
hypothec, note, bill or other similar 
property, or 
(D) an interest in, or right to acqmre . 
any property described in any of 
sub-subclauses A to C. New. 
19.-( 1) Where in a fiscal year, 
(a) a payment has been made by a corporation to a 
shareholder otherwise than pursuant to a bona fide 
business transaction ; 
(b) funds or property of a corporation han~ been 
appropriated in any manner whatever to. or for the 
benefit of, a shareholder; or 
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(c) a benefit or advantage has been conferred on a 
shareholder by a corporation, 
otherwise than, 
(d) on the reduction of capital, the redemption of shares 
or the winding-up, discontinuance or reorganization 
of its business, or otherwise by way of a transaction 
to which section 78 or 82 of this Act or Part IT 
of the Income Tax Act (Canada) applies; 
(e) by the payment of a dividend; or 
(/) by conferring on all holders of common shares 
of the capital stock of the corporation a right 
to buy additional common shares thereof, 
the amount or value thereof shall be included in computing 
the income of the corporation that is a shareholder therein 
for the year. R.S.O. 1970, c. 91, s. 20 (1) (a). 
1119 
1970-71, 
c. 63 (Can.) 
(2) Where a corporation has in a fiscal year made a loan fa~':t~~~lder 
to a shareholder, the amount thereof shall be included in 
computing the income of the shareholder for the year unless, 
(a) the loan was made, 
(i) in the ordinary course of its business and the 
lending of money was part of its ordinary 
business, 
(ii) to an officer or servant of the corporation 
to enable or assist him to purchase or erect 
a dwelling house for his own occupation, 
(iii) to an officer or servant of the corporation 
to enable or assist him to purchase from the 
corporation fully paid shares of the corporation 
to be held by him for his own benefit, or 
(iv) to an officer or servant of the corporation 
to enable or assist him to purchase an 
automobile to be used by him in the per-
formance of the duties of his office or 
employment, 
and bona fide arrangements were made at the time 
the loan was made for repayment thereof within 
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(b) the loan was repaid within one year from the end 
of the fiscal year of the corporation in which 
it was made and it is established, by subsequent 
events or otherwise, that the repayment was not 
made as a part of a series of loans and repayments, 
and, where the shareholder is a corporation, the amount so 
included in computing its income for the year shall be deemed 
to have been received by it as a dividend. 
(3) An annual or other periodic amount paid by a cor-
poration resident in Canada to another corporation in respect 
of an income bond or income debenture shall be deemed to 
have been paid by the paying corporation and received by 
the receiving corporation as a dividend on the share of the 
capital stock of the paying corporation unless it is entitled 
to deduct the amount so paid in computing its income. 
(4) An annual or other periodic amount paid by a corpora-
tion not resident in Canada to another corporation in respect 
of an income bond or income debenture shall be deemed to 
have been received by the receiving corporation as a dividend 
unless the amount so paid was, under the laws of the country 
in which the paying corporation was resident, deductible in 
computing the amount for the fiscal year on which the cor-
poration was liable to pay income or profits tax imposed by 
the. government of that country. 
(S) For greater certainty, subsections I and 2 are applicable 
in computing the income of a shareholder for the purposes of 
this Part whether or not the paying corporation had a perma-
nent establishment in Ontario. R.S.O. 1970, c. 91, s. 20 (4). 
amended. 
20.-(1) Where a payment under a contract or other 
arrangement can reasonably be regarded as being in part a 
payment of interest or other payment of an income nature 
and in part a payment of a capital nature, the part of the 
payment that can reasonably be regarded as a payment of 
interest or other payment of an income nature shall, irrespec-
tive of when the contract or arrangement was made or the 
form or legal effect thereof, be included in computing the 
recipient's income from property. R.S.O. 1970, c. 91, s. 19 (1). 
(2) Where, in the case of a bond, debenture, bill, note, 
mortgage, hypothec or similar obligation issued after Decem-
ber 20, 1960 and before June 18, 1971 by a person exempt 
from tax under section 149 of the Income Tax A ct (Canada), 
a non-resident person not carrying on business in Canada, or a 
government, municipality or municipal or other public body 
performing a function of government, 
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(a) the obligation was issued for an amount that is less 
than the principal amount thereof; 
(b) the interest stipulated to be payable on the obligation, 
expressed in terms of an annual rate on, 
(i) the principal amount thereof, if no amount is 
payable on account of the principal amount 
before the maturity of the obligation, or 
(ii) the amount outstanding from time to time as 
or on account of the principal amount thereof, 
in any other case, 
is less than 5 per cent; and 
(c) the yield from the obligation, expressed in terms of 
an annual rate on the amount for which the obligation 
was issued, which annual rate shall, if the terms of 
the obligation or any agreement relating thereto 
conferred upon the holder thereof a right to demand 
payment of the principal amount of the obligation 
or the amount outstanding as or on account of the 
principal amount thereof, as the case may be, before 
the maturity of the obligation, be calculated on the 
basis of the yield that pro·duces the highest annual 
rate obtainable either on the maturity of the obliga-
tion or conditional upon the exercise of any such 
right, exceeds the annual rate determined under 
clause b by more than one-third thereof, 
the amount by which the principal amount of the obligation 
exceeds the amount for which the obligation was issued shall 
be included in computing the income of the corporation that 
is the first owner of the obligation that is a resident of Canada 
and is not a corporation exempt from tax under section 149 
1121 
of the Income Tax A ct (Canada) or a government for the 1970·71. 
• • c. 63 (Can.) 
fiscal year of the owner of the obligation in which it became 
the owner thereof. R.S.O. 1970, c. 91, s. 19 (2), amended. 
(3) \Vhere, in the case of a bond, debenture, bill, note, Idem 
mortgage, hypothec or similar obligation issued after June 18, 
1971 by a person exempt from tax under section 149 of the 
Income Tax A ct (Canada), a non-resident person not carrying 
on business in Canada, or a government, municipality or 
municipal or other public body performing a function of 
government, 
(a) the obligation was issued for an amount that is less 
than the principal amount thereof; and 
1122 
1970-71, 
c. 63 (Can.) 
Application 
of subs. 1 
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(b) the yield from the obligation, expressed in terms 
of an annual rate on the amount for which the 
obligation was issued, which annual rate shall, if the 
terms of the obligation or any agreement relating 
thereto conferred upon the holder thereof a right to 
demand payment of the principal amount of the 
obligation or the amount outstanding as or on account 
of the principal amount thereof, as the case may be, 
before the maturity of the obligation, be calculated 
on the basis of the yield that produces the highest 
annual rate obtainable either on the maturity of the 
obligation or conditional upon the exercise of any 
such right, exceeds four-thirds of the interest stipu-
lated to be payable on the obligation, expressed in 
terms of an annual rate on, 
(i) the principal amount thereof, if no amount is 
payable on account of the principal amount 
before the maturity of the obligation, or 
(ii) the amount outstanding from time to time as 
or on account of the principal amount thereof, 
in any other case, 
the amount by which the principal amount of the obligation 
exceeds the amount for which the obligation was issued shall 
bei.ncluded in computingtheincomeof the corporation that is the 
first owner of the obligation that is a resident of Canada and 
is not a corporation exempt from tax under section 149 of 
the Income Tax A ct (Canada) or a government , for the fiscal 
year of the owner of the obligation in which it became the 
owner thereof. New. 
(4) Subsection 1 does not apply to any amount received 
by a corporation in a fiscal year, 
(a) as an annuity payment; 
(b) as a refund of premiums or contributions paid by the 
holder of a life annuity contract. as defined by regu-
lation, upon the death of such holder ; or 
(c) in satisfaction of the rights of the corporation under 
a Life annuity contract, as defined by regulation , 
that was entered into before June 14, 1963 except 
to the extent that the amount so received, exceeds 
the aggregate of, 
(i) the value of its rights under the contract on 
the second anniversary date of the contrad 
to occur after October 22, 1968, and 
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(ii) the aggregate of premiums paid by the cor-
poration under the contract after the said 
second anniversary date. R.S.O. 1970, c. 91, 
S. 19 (5). 
(5) Subsection 1 docs not apply in any case where sub- Idem 
section 2 or 3 applies. R.S.O. 1970, c. 91, s. 19 (4). 
1123 
21 -(1) \Vherc a cor1)oration resident in Canada has loaned Loan to . =~ 
money to a non-resident person and the loan has remainedrestctent . . . peT'SOn 
outstanchng for one year or longer without interest at a 
reasonable rate having been included in computing the lender's 
income, interest thereon, computed at 5 per cent per annum 
for the fiscal year or part of the year during which the loan 
was outstanding, shall, for the purpose of computing the 
lender's income, be deemed to have been received by the 
lender on the last day of each fiscal year during all or part 
of which the loan has been outstanding. 
(2) Subsection 1 does not apply if the loan was made to Exr.<>ption 
a subsidiary controlled corporation and it is established that 
the money that wa..<.; loaned was used in the subsidiary cor-
poration's business for the purpose of gaining or producing 
income. R.S.O. 1970, c. 91, s. 30. 
Deductions 
22.-(1) In computing the income of a corporation from afl~~~~~lons 
business or property no deduction shall be made in respect 
of, 
(a) an outlau or expense excc1it to the extent that it wasGen .. rat J lim1tnt1on 
made or incurred by the corporation for the purpose 
of gaining or producing income from the business or 
property; 
(b) an outlav loss or replacement of capital a payment capital out-J, - - ' Jay or loss 
on account of capital or an allowance in respect of 
depreciation, obsolescence or depletion except as 
expressly permitted by this Part; 
(c) an outlay or expense to the extent that it may Limitation 
. . reeem~ 
reasonably be regarded as havmg been made or tn-income 
curred for the purpose of gaining or producing exempt 
income or in connection with property th<> income 
from which would be exempt ; 
(d) the annual value of property except rent for prop-Annual value 
l I l I 
. f . . b . of property 
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(e) an amount transferred or credited to a reserve, con-
tingent account or sinking fund except as expressly 
permitted by this Part; 
(j) an amount paid or payable as or on account of the 
principal amount of any obligation described in 
clause f of subsection 1 of section 24 except as 
expressly permitted by that clause; 
(g) an amount paid by a corporation as interest or 
otherwise to holders of its income bonds or income 
debentun:s unless the bonds or debentures have been 
issued or the income provisions thereof have bcc:n 
adopted since 1930, 
(i) to afford relief to the debtor from financial 
difficulties, and 
(ii) in place of or as an amendment to bonds or 
debentun:s that at the end of 1930 provided 
unconditionally for a fixed rate of interest; 
(h) an amount paid by a corporation to a trustee under 
a supplementary unemployment benefit plan except 
as expressly permitted by section 119; 
( i) an amount paid by a corporation to a trustee under 
a deferred profit sharing plan except as expressly per-
mi ttcd by section 120; 
(j) an amount paid by a corporation to a trustee under 
a profit sharing plan that is not, 
(i) an employees profit sharing plan, 
(ii) a deferred profit sharing plan, or 
(iii) a n:gistered pension fund or plan; or 
(k) an outlay or expense made or incurred by the cor-
poration after 1971, 
(i) for the use or maintenance of property that is 
a yacht, a camp, a lodge or a golf course or 
facility, unless the corporation made or in-
curred the outlay or expense in the ordinary 
course of its business of providing the property 
for hire or reward, or 
(ii) as membership fees or dues, whether initiation 
fees or othenvise, in any club the main pur-
pose of which is to provide dining, recreational 
or sporting facilities for its members. 
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(l) the amount of a management or aclministration ~~nagement 
fee or charge paicl or credited, or deemed to be 
paicl or creclitecl, to a non-resident person to the 
extent that such amount is subjected to taxation 
uncler paragraph a of subsection 1 of section 212 
of the Income Tax Act (Canada); ~~i°ii~an.) 
(m) ·where a corporation has agreed to sell or issue Special 
Provision 
shares of the capital stock of the corporation or 
of a corporation with which it cloes not deal at 
arm's length to an employee of the corporation or 
of a corporation with which it does not deal at 
arm's length, the income for a fiscal year of the 
corporation or of a corporation with which it cloes not 
cleal at arm's length shall be cleemed to be not less 
than its income for the fiscal year would have been 
if a benefit had not been conferred on the employee 
by the sale or issue of the shares to him or to a 
person in whom his rights under the agreement have 
become vested. R.S.O. 1970, c. 91, s. 24. 
(2) Notwithstanding clause c of subsection 1 of section 24, ~~~ii't,H~n 
in computing the income of the corporation for a fiscal year interegt and 
. _ . propert.v 
from a busmess or property, no decluctwn shall be made m taxeg on land 
respect of any amount paid or payable by the corporation 
in the year and after 1971 as, on account or in lieu of pay-
ment of, or in safr.;faction of, 
(a) interest on borrowed money usecl to acquire land, 
or on an amount payable by the corporation for 
lancl; or 
(b) property taxes, not including income or profits taxes 
or taxes computed by reference to the transfer of 
property, paid or payable by the corporation in 
respect of land to a province or a Canadian 
municipality, 
if, having regard to all the circumstances, including the 
cost to the corporation of the land in relation to its gross 
revenue, if any, therefrom for that or any previous year, 
the land cannot reasonably be considered to have been, 
in that year, 
(c) included in the inventory of a business canicd on 
by the corporation; 
(d) otherwise used in, or held in the course of, 
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(e) held primarily for the purpose of gammg or pro-
ducing income of the corporation from the Land for 
that year, 
except to the extent that the corporation's gross revenue, 
if any, from the Land for that year exceeds the aggregate of 
all other amounts deducted in computing its income from the 
Land for that year. 
(3) In subsection 2, "land" does not include, 
(a) any property that is a building or other depreciable 
property affixed to Land ; 
(b) the land subjacent to any property described m 
clause a; or 
(c) such land immediately contiguous to the land 
described in clause b as may reasonably be con-
sidered to be used in connection with any property 
described in clause a. 
(4) Notwithstanding any other prov1s10n of this Act, in 
computing the income for a fiscal year of a corporation 
resident in Canada from a business or property, no deduction 
shaU be made in respect of that proportion of any amount 
otherwise deductible in computing its income for the year in 
respect of interest paid or payable by it on outstanding 
debts to specified non-residents that, 
(a) the amount, if any, by which, 
(i) the greatest amount that the corporation's 
outstanding debts to specified non-residents 
was at any time in the year, 
exceeds, 
(ii) three times the aggregate of, 
(A) the corporation's paid-up capital limit 
within the meaning of subsection l of 
section 83 at the commencement of 
the year, 
(B) the amount that the corporation's 
designated surplus would be immedi-
ately after the commencement of the 
year, if control of the corporation, 
within the meaning of Part VII of 
1972 
is of, 
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the Income Tax Act (Canada), had heen 1910-11. 
. d b h _ c. 63 (Can.J acqmre y anot er corporat10n at 
that time, 
(C) the corporation's tax-paid un-
distributed surplus on hand at the 
commencement of the year, 
(D) the corporation's 1971 capital surplus 
on hand at the commencement of the 
year, and 
(E) the corporation's capital dividend 
account, within the meaning of sub-
section 1 of section 83 immediately 
after the commencement of the year, 
(b) the amount determined under subclause i of clause a 
in respect of the corporation for the year. R.S.O. 
1970, c. 91, s. 22. 
(5) Jn subsection 4 "outstanding debts to specified non- Mean.ingof ' - certain 
residents" oI a corporation at anv particular time in a fiscal expressions 
h f • l I l . l . ln subs. 4 year means t e aggregate o amounts eac l o w uc l Is an 
amount outstanding at that time as or on account of a debt or 
other obligation to pay an amount, 
(a) that was payable by the corporation to a person 
who was, at any time in the year, 
(i) a shareholder oI the corporation who, either 
alone or together with persons with whom 
the shareholder was not dealing at arm's 
length, owned 25 per cent or more of the 
issued shares of any class of the corporation 
and who was, 
(A) a person not resident m Canada, or 
(B) a non-resident-owned investment cor-
poration, or 
(ii) a person described in ~ub-subclau"e A or B 
of subclause i who was not dealing at arm's 
length \.Vith a shareholder described in sub-
clause i, and 
(b) on which any amount in respect of interest paid 
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for subsection 4, deductible in computing the cor-
poration's income for the year. 
(6) \Vhere any loan is made by a person, in this subsection 
referred to as the "first lender", to another person on condition 
that a loan he made by any person, in this subsection 
referred to as the "subsequent lender", to a corporation to 
which the provisions of subsection 1 of section 2 apply, for 
the purposes of subsections 4 and 5 the lesser of, 
(a) the amount of the loan so made by the first lender 
to the other person; and 
(b) the amount of the loan so made by the subsequent 
lender to the corporation, 
shall be deemed to be a debt incurred by the corporation to 
the first lender. 
Limitation on (7) Where, 
~f ~!~ia!~.!'re 
subs. 4 
applicable (a) section 25 is applicable in respect of an amount or 
a part of an amount specified hy a corporation resident 
in Canada in its election under that section that, but 
for that section, would have been deductible in com-
puting its income for a fiscal year; 
(b) a portion of the amount or of the part of the amount 
described in clause a may reasonably be considered 
to be an amount that, but for section 25, would have 
been deductible in computing the income of the 
corporation for the year in respect of interest paid or 
payable by it on outstanding debts to specified non-
residents: and 
(c) subsection 4 is or would be, if this Act were read 
without reference to section 25, applicable in com-
puting the income of the corporation for the year. 
notwithstanding section 25, that proportion of the portion 
described in clause b that, but for this subsection, would, 
(d) be added by virtue of section 25 to the capital cost 
to the corporation of depreciable property acquired 
byit;or 
(e) be deemed by section 25 to he exploration, prospecting 
and development expenses incurred by it in the year , 
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as the case may be, that the amount determined under clause a 
of subsection 4 in respect of the corporation for the year is of the 
amount determined under clause b of subsection 4 in respect of 
the corporation for the year shall not be so added or be so 
deemed, as the case may be. New. 
23. In computing income no deductions shall be made in Limitation_ 
. ' . re advert1smg 
respect of an otherwise deductible outlay or expense of a expense · 
corporation for advertising space in an issue of a non-
Canadian newspaper or periodical dated after the 31st day of 
December, 1965, for an advertisement directed primarily to 
a market in Canada if such outlay or expense is not deductible 
in computing its income under Part I of the Income Tax Act 1970-71, 
(Canada) pursuant to section 19 of that Act. R.S.O. 1970, c.B3 (Can.) 
c. 91, s. 24 (3), amended. 
24.-(1) Notwithstanding clauses a and b of subsection 1 Dedu~tlons 
f · 22 · · · • · f fi l permitted o section , m computmg a corporations mcome or a sea in computing 
f b . - . . h b d d d income from year rom a usmess or property, t ere may e e ucte business or 
such of the following amounts as are wholly applicable to property 
that source or such part of the following amounts as may 
reasonably be regarded as applicable thereto, 
(a) such part of the capital cost to the corporation Capltal cost 
f h . f h . l of property o property, or sue amount m respect o t e capita 
cost to the corporation of property, if any, as is 
allowed by regulation; 
(b) such amount as the corporation may claim in respect Cumulative . . . ehg1hle 
of any busmess, not exceedmg 10 per cent of its capital 
cumulative eligible capital in respect of the business amount 
at the end of the year; 
(c) an amount paid in the year or payable in respect of the Interest 
fiscal year, depending upon the method regularly 
followed by the corporation in computing its income, 
pursuant to a legal obligation to pay interest on, 
(i) borrowed money used for the purpose of 
earning income from a business or property, 
other than borrowed money used to acquire 
property the income from which would be 
exempt or to acquire a life insurance policy, 
(ii) an amount payable for property acquired 
for the purpose of gaining or producing income 
therefrom or for the purpose of gaining or 
producing income from a business, other than 
property the income from which would be 
exempt or property that is an interest in a 
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(iii) subject to the approval of the Minister, an 
amount paid to the corporation under, 
(A) an Appropriation Act (Canada) for the 
purpose of advancing or sustaining the 
technological capability of Canadian 
manufacturing or other industry, or 
(B) the Northern Mineral Exploration As-
sistance Regulations made under an 
Appropriation Act (Canada), 
or a reasonable amount in respect thereof, which-
ever is the lesser; 
(d) an amount paid in the fiscal year pursuant to a legal 
obligation to pay interest on an amount that \Vould 
be deductible under clause c if it were paid in the fiscal 
year or payable in respect of the fi.scal year; 
(e) an expense incurred in the fiscal year, 
(i) in the course of issuing or selling shares of the 
capital stock of the corporation, or 
(ii) in the course of borrowing money used by the 
corporation for the purpose of earning income 
from a business or property, other than money 
used by the corporation for the purpose of 
acquiring property the income from which 
would he exempt, 
but not including any amount in respect of, 
(iii) a commission or bonus paid or payable to a 
person to whom the shares were issued or sold 
or from whom the money was borrowed, or 
for or on account of services rendered by a 
person as a salesman, agent or dealer in securi-
ties in the course of issuing or selling the 
shares or borrowing the money, or 
(iv) an amount paid or payable as or on account 
of the principal amount of the indebtedness 
incurred in the course of borrowing the money, 
or as or on account of interest; 
(/) an amount paid in the year in satisfaction of thr 
principal amount of any bond, debenture, bill, note, 
mortgage, hypothec or similar obligation issued by 
1972 CORPORATIONS TAX Chap. 143 
the corporation after June 18, 1971 on which intere5t 
was stipulated to be payable, to the extent that the 
amount so paid doe5 not exceed, 
(i) in any case where the obligation was i5sued 
for an amount not less than 97 per cent of the 
principal amount thereof, and the yield from 
the obligation, expressed in terms of an annual 
rate on the amount for which the obligation 
was issued, which annual rate shall, if the terms 
of the obligation or any agreement relating 
thereto conferred upon the holder thereof a 
right to demand payment of the principal 
amount of the obligation or the amount out-
standing as or on account of the principal 
amount thereof, as the case may be, before 
the maturity of the obligation, be calculated 
on the basis of the yield that produces the 
highest annual rate obtainable either on the 
maturity of the obligation or conditional upon 
the exercise of any such right, does not exceed 
four-thirds of the interest stipulated to be 
payable on the obligation, expressed in terms 
of an annual rate on, 
(A) the principal amount thereof, if no 
amount is payable on account of the 
principal amount before the maturity 
of the obligation, or 
(B) the amount outstanding fro~ time to 
time as or on account of the principal 
amount thereof, in any other case, 
the amount by \Vhich the lesser of the principal 
amount of the obligation and the amount so 
paid in satisfaction of the principal amount 
thereof exceeds the amount for which the 
obligation was issued, and 
(ii) in any other case, one-half of the amount 
by which the lesser of the principal amount 
of the obligation and the amount so paid in 
satisfaction of the principal amount thereof 
exceeds the amount for which the obligation 
was issued; 
1131 
(g) an amount payable in the year as a fee for services ~.~;:;fer 
rendered by a person as a rcgistrnr of or agent for~.~e~other 
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corporation or as an agent for the remittance to 
shareholders of the corporation of dividends declared 
by it; 
(h) an amount payable in the year as a fee to a stock 
exchange for the Listing of shares of the capital stock 
of the corporation; 
( i) an expense incurred in the year in the course of 
printing and issuing a financial report to shareholders 
of the corporation or to any other person entitled by 
law to receive such report; 
(j) an amount payable by the corporation in the year 
as a fee to a bank to which the Bank Act (Canada) 
or the Quebec Savings Banks Act applies for the 
certification of a non-interest-bearing post-dated bill 
drawn by the corporation on the bank and payable 
not more than 90 days from the date of the certi-
fication; 
(k) where a bill described in clause j that was drawn 
by the corporation has been sold by the corporation 
in the fiscal year, the amount, if any, by \Vhich the 
principal amount of the bill exceeds the considera-
tion paid by the purchaser to the corporation for the 
bill so sold; 
(l) such part of any loan repaid by the corporation in 
the fiscal year as \Vas by subsection 2 of section 19 
required to be included in computing the income of the 
corporation for a previous year, except to the extent 
that the amount of the loan was deductible from the 
corporation's income for the purpose of computing 
its taxable income for that previous year, if it is 
established by subsequent events or othen.,,·ise that 
the repayment was not made as part of a series of 
Loans and repayments; 
(m) such part of a payment, 
(i) repaying borrowed money used for the purpose 
of earning income from a business or property, 
other than borrowed money used to acquire 
property the income from which would be 
exempt, or 
(ii) for property acquired for the purpose of gain-
ing or producing income therefrom or for the 
purpose of gaining or producing income from 
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a business, other than property the income Irom 
which would be exempt, 
made by the corporation in the fiscal year as is 
by subsection 1 of section 20 required to be included 
in computing the recipient's income for a fiscal year; 
(n) a reasonable amount as a reserve for, 
(i) doubtlul debts that have been included in 
computing the income of the corporation for 
that fiscal year or a previous fiscal year, and 
(ii) doubtful debts arising Irom loans made in the 
ordinary course of business by a corporation 
part of whose ordinary business \Vas the lend-





(o) sub]. ect to subsection 7 where amounts described Reserve i!l ' l'('SpeCI. Ol 
in clause a of subsection 1 of section 16 have been ccr1.ain . . . l . , . good>; and 
mcludcrl m comput1ng t lC corporations mcome services 
from a business for the fiscal year or a previous 
fiscal vear, a reasonable amount as a reserve in 
respect of, 
(i) goods that it is reasonably anticipated will 
have to be delivered after the end the year, 
(ii) services that it is reasonably anticipated will 
have to be rendered after the end of the year, 
(iii) periods for which rent or other amounts for 
the possession or use of land or chattels have 
been paid in advance, or 
(iv) repayments under arrangements or under-
standings of the class described in subclause 
ii of clause a of subsection 1 oI section 16 that it 
is reasonably anticipated will have to be made 
after the end of the year on the return or 
resale to the corporation oI articles other than 
bottles; 
(p) where an amount has been included in computing the~;;,",;'~~~~~ 
corporation's income from the business for the fiscal rec".ivable 
f 
. . until later 
year or or a prev10us fiscal year 10 respect oI prop- year 
erty sold in the course of the business and that 
amount or a part thereof is not receivable, 
(i) where the property sold is property other 
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(A) more than two years after the day on 
which the property was sold, 
and 
(B) after the end of the fiscal year, or 
(ii) where the property sold is land, until a day 
that is after the end of the fiscal year, 
a reasonable amount as a reserve in respect of such 
part of the amount so included in computing the 
income as may reasonably be regarded as a portion 
of the profit from the sale; 
(q) such amount as may be prescribed as a reserve for 
expenses to be incurred by the corporation by reason 
of quadrennial or other special surveys required under 
the Canada Shipping Act, or the regulations there-
under, or under the rules of any society or association 
for the classification and registry of shipping approved 
by the Minister of Transport for the purposes of 
the Canada Shipping Act; 
(r) the aggregate of debts owing to the corporation, 
(i) that arc established by the corporation to have 
become bad debts in the fiscal year, and 
(ii) that have, except in the case of debts arising 
from loans made in the ordinary course of 
business by a corporation part of whose ordin-
ary business was the lending of money, been 
included in computing the income of the cor-
poration for the fiscal year or a previous fiscal 
year; 
( s) an amount paid by the corporation in the fiscal year 
or within 120 days from the end of the fiscal year 
to or under a registered pension fund or plan in 
respect of services rendered by employees of the cor-
poration in the fiscal year, subject, however, as follows: 
(i) in any case where the amount so paid is 
the aggregate of amounts each of which i" 
identifiable as a specified amount in respect 
of an individual employee of the corporation, 
the amount deductible under this clause in 
respect of any one such individual employee 
is the lesser of the amount so specified in 
respect of that employee and $2,500, and 
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(ii) in any other case, the amount deductible 
under this clause is the lesser of the amount 
so paid and an amount determined in pre-
scribed manner, not exceeding, however, 
$2,500 multiplied by the number of employees 
of the corporation in respect of whom the 
amount so paid by the corporation was paid 
by it, 
plus such amount as may be deducted as a special 
payment under clause u: 
(t) where a registered pension fund or plan contains Idem 
a provision under which the corporation may provide 
superannuation or pension benefits for an employee 
or former employee of the corporation by making a 
lump sum payment to or under the fund or plan 
in . the fiscal year in which the employee or former 
employee, 
(i) becomes eligible to retire, 
(ii) retires or otherwise ceases to be employed 
by the corporation, or 
(iii) reaches an age at which the superannuation 
or pension benefits so provided for become 
payable or commence to be payable to him, 
an amount paid by the corporation in the fiscal year 
or within 60 days from the end of the fiscal year 
pursuant thereto as the lump sum in respect of an 
employee or former employee who, in the fiscal year, 
became eligible to retire, retired or otherwise ceased 
to be employed by the corporation or n~achcd the age 
referred to in su hclause iii, except to the extent 
that it is deductible under clauses; 
1135 
(u) where the corporation is an emplover, the amount Emp_Ioyer's 
f . l l b . . - l fi , l special con· o a spec1a payment mace y 1t m t 1c sea year tribution 
on account of an employees' su perann nation or pension 
hmd or plan in respect of past services of employees 
pursuant to , a recommendation by a qualified 
actuary in whose opinion the resources of the fund or 
plan were required to be augmented by an amount 
not less than the amount of the special payment to 
ensure that all the obligations of the fund or plan 
to the employees may be discharged in full, if the 
payment was made so that it is irrevocably vested 
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approved by the Minister, and for greater certainty 
and without restricting the generality of this clause, 
it is hereby declared that this clause is applicable 
where the resources of a fund or plan were required 
to be augmented by reason of an increase in the 
superannuation or pension benefits payable out of 
or under the fund or plan; 
(v) such amount in respect of expenditures on scientific 
research as is permitted by section 39 ; 
(w) such amounts in respect of payments made by the 
corporation pursuant to allocations in proportion 
to patronage as are permitted by section 112; 
(x) such amount as is allowed by regulation in respect 
of taxes on mcome for the fiscal year from m1mng 
operations; 
(y) an amount paid by a corporation to a trustee in trust 
for employees of such corporation or of a corporation 
with which such corporation does not deal at arm's 
length, under an employees profit sharing plan as 
permitted by section 118; 
(z) an amount paid by the corporation to a trustee under 
a registered supplementary unemployment benefit 
plan as permitted by section 119; 
(aa) an amount paid by the corporation to a trustee 
under a deferred profit sharing plan as permitted 
by subsection 5 of section 120: 
(bb) an amount that would not otherwise be deductible , 
paid by the corporation in the fiscal year to a person 
with whom it was dealing at arm's length for the 
cancellation of a lease of property of the corporation 
leased by it to that person; 
(cc) an amount paid by the corporation in the fiscal year 
for the landscaping of grounds aronnd a building 
or other structure of the corporation that is used by it 
primarily for the purpose of gaining or producing 
income therefrom or from a business; 
(dd) an amount equal to one-half of the fee paid by thC' 
corporation in the fiscal year to a person for adYice 
as to the advisability of purchasing or selling a 
specific share or security, if that person 's principal 
business is advising others as to the advisability of 
purchasing or selling specific shares or :'l'curities; 
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(ee) an amount paid by the corporation in th.e ~seal y~ar~~J';~~scsof 
as or on account of expenses mcurred by 1t m makmg sentation 
any representation relating to a business carried 
(ff) 
(gg) 
on by it, 
(i) to the government of a country, province or 
state or to a municipal or public body per-
forming a function of government in Canada, or 
(ii) to an agency of a government or of a 
municipal or public body referred to in sub-
clause i that had authority to make rules, 
regulations or by-la~•s relating to the business 
carried on by the corporation, 
including any representation for the purpose of 
obtaining a licence, permit, franchise or trade mark 
relating to the business carried on by the corporation; 
an amount paid by the corporation in the fiscal year ;~~ft.~Lgation 
for investigating the suitability of a site for a 
building or other structure planned by the corporation 
for use in connection with a business carried on by 
the corporation; and 
an amount paid by the corporation in the fiscal vear Utilities 
_,, ~mrVlCC 
to a person, other than a person with whom the connection 
corporation was not dealing at arm's length, for the 
purpose of making a service connection to its place of 
business for the supply, by means of wires, pipe or 
conduits, of electricity, gas, telephone service, water 
or sewers supplied by such person, to the extent that 
the amount so paid was not paid, 
(i) to acquire property of the corporation, or 
(ii) as consideration for the goods or services for 
the supply of which the service connection 
was undertaken or made. R.S.O. 1970, c. 91, 
s. 23, amended. 
(2) No corporation shall sell plede-e assign or in an'·' wav Dispo_sal or 
, 1,.J ' J •· st~cur1ty 
dispose of any security received by it as payment in whole or where· 
in part for any property sold hy it, where the corporation has ~~r;~';." re 
. f d h. property set up a reserve m respect of the sale o the property un er t 1s · 
section unless the corporation has provided the Minister, in 
writing, with the names of the purchaser, pledgee or assignee 
and with the amount of cash to be received by the corporation 
for the security and has obtained the written consent of the 
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(3) For the purposes of clause c of subsection 1, \vhere a 
corporation has borrO\ved money in consideration of its promise 
to pay a larger amount and to pay interest on the larger amount, 
(a) the larger amount shall be deemed to be the amount 
borrowed; and 
(b) where the amount actually borrowed has been used 
in whole or in part for the purpose of earning income 
from a business or property. the proportion of the larger 
amount that the amount actually so used is of the 
amount actually borrowed shall be deemed to be the 
amount so used. R.S.O. 1970, c. 91, s. 23 (6). 










corporation has borrowed money, 
(a) to repay money previously borrowed; or 
(b) to pay an amount payable for property described 
in subclause ii of clause c of subsection 1 previously 
acquired, 
the borrowed money shall, for the purposes of section 25 and 
clause corm of subsection 1, be deemed to have been used for 
the purpose for which the money previously borrowed was 
lised or was deemed by this subsection to have been used, or to 
acquire the property in respect of which the said amount was 
so payable, as the case may be. R.S.O. 1970, c. 91, s. 23 (7). 
(5) Where an amount that is o-wing to a corporation as or on 
account of the proceeds of disposition of depreciable property 
of the corporation of a prescribed class is established by it to 
have become a bad debt in a fiscal year, there may be 
deducted in computing the income of the corporation for the 
fiscal year, the lesser of, 
(a) the amount so owing to the corporation; and 
(b} the amount, if any, by which the capital cost to the 
corporation of that property exceeds the aggregate of 
the amounts, if any, realized by it on account of the 
proceeds of disposition. R.S.0.1970,c.91,s. 23 {1"1}. 
sa1e of (6) \Vhere depreciable property of a corporation has, in a 
agreement · 1 I 
forsaleof fiscal year, been disposed of to a person with \\· 10m t IC 
~~f~~:~e corporation was dealing at arm's length, and the proceeds of 
~nf~~;~mon disposition include an agreement for sale of or mortgage or 
hypothec on land that the corporation has, in a subsequent 
fiscal year, sold to a person with whom it was dealing at 
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arm\ length, there may be deducted in computing the income 
of the corporation for the subsequent fiscal year an amount 
equal to the lesser of, 
(a) the amount, if any, by which the principal amount 
of the agreement for sale, mortgage or hypothec 
outstanding at the time of the sale exceeds the con-
sideration paid by the purchaser to the corporation 
for the agreement for sale, mortgage or hypothec; 
and 
(b) the amount determined under clause a less the 
amount, if any, by which the proceed" of disposition 
of the depreciable property exceed the capital cost 
to the corporation of that property. R.S.O. 1970, 
c. 91, s. 23 (15). 
1139 
(7) \\'here an amount is deductible in computing incomeSpeciaI 
. . reserves 
for a fiscal year under clause o of subsection 1 as a reserve in 
respect of, 
(a) articles of food or drink that it is reasonably anti-
cipated will have to be delivered after the end of the 
year; or 
(b) transportation that it is reasonably anticipated will 
have to be provided after the end of the year, 
there shall be substituted for the amount determined there-
under an amount not exceeding the aggregate of amounts 
included in computing the corporation's income from the 
business for the year that were received or receivable, depend-
ing on the method regularly followed by the corporation in 
computing its profit, in the year in respect of, 
(c) articles of food or drink not delivered before the end 
of the year; or 
(d) transportation not provided before the end of the 
year, 
as the case mav be. R.S.O. 1970, c. 91, s. 61 (3). 
(8) Clause o of subsection 1 does not apply to allO\\. a Exception 
deduction, 
(a) as a resen-e in respect of guarantees, indemnities or 
warranties; 
(b) in computing the income of a corporation for a fiscal 
year from a business in any case where the corpora-
1140 
No deduction 
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tion's income for the fiscal year from that business 
is computed in accordance with the method authorized 
by subsection 1 of section 31 ; or 
(c) as a reserve in respect of insurance, except that an 
insurance corporation shall, in computing its income 
for a fiscal year from an insurance business, other 
than a life insurance business, carried on by it, 
deduct as policy reserves such amounts as arc pre-
scribed for the purposes of this clause. R.S.O. 1970, 
c. 91, s. 61 (4). 
(9) Clause p of subsection 1 docs not apply to allow a 
deduction in computing the income of a corporation for a 
fiscal year from a business in respect of property sold in 
the course of the business where the corporation ceases to have 
a permanent establishment in Canada or becomes exempt 
from tax under any provision of this Part at any time in the 
fiscal year or in the immediately following fiscal year. R.S.O. 
1970, c. 91, s. 61 (7). 
(10) In lieu of making any deduction of an amount per-
mitted by clause ee of subsection 1 in computing its income 
for a fiscal year from a business a corporation may, if it so 
elects in prescribed manner, make a deduction of one-tenth 
of that amount in computing its income for that fiscal year 
and a like deduction in computing its income for each of the 
immediately following fiscal years. R.S.O. 1970, c. 91, s. 23 (17). 
( 11) In computing the income of a corporation for a fiscal 
year from a business carried on by the corporation in a country 
other than Canada, there may be deducted the amount, if any, 
of any income or profits taxes paid to the goYernment of a 
state, province or other political subdivision of that country 
to the extent that such taxes, 
(a) were deductible under the laws of that country in 
computing the amount for the year on which the cor-
poration is liable to pay income or profits tax imposed 
by the government of that country; and 
(b) may reasonably be regarded as having been paid in 
respect of the income of the corporation for the fiscal 
year from that business. New. 
(12) \Vhere, by virtue of an assignment or other transfer of 
a bond, debenture or similar security, other than an income 
bond or an income debenture, including for greater certainty 
an assignment or other transfer after June 18, 1971 of a bill , 
note, mortgage, hypothec or similar obligation, the transferee 
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has become entitled to interest in respect of a period commen-
cing before the time of transfer and ending after that time that 
is not payable until after the time of transfer, an amount 
equal to that proportion of the interest that the number of 
days in the portion of the period that preceded the day of 
transfer is of the number of days in the whole period, 
(a) shall be included in computing the income of the 
transferor for the fiscal year in which the transfer was 
made; and 
(b) may be deducted in computing the income of the 
transferee for a fiscal year in the computation of which 
there has been included, 
(i) the full amount of the interest under sec-
tion 16, or 
(ii} a portion of the interest under clause a. R.S.O. 
1970, c. 91, s. 31. 
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25.--(1) Where in.a fiscal year a corporation has acquired~osto:, 
0 
property in respect of which the corporation is entitled torr:i6'~~Y c 
a deduction under regulations made under clause a of subsection 
1 of section 24 in computing its income for that fiscal year, 
in this section referred to as "depreciable property", if the 
corporation so elects in prescribed manner on or before the 
day on or before which the corporation is required by section 
145 to file its return for the fiscal year, 
(a) in computing the corporation's income for the fiscal 
year and for snch of the three immediately preceding 
fiscal years as the corporation had, if any, clauses 
c, d and e of subsection 1 of section 24 do not apply 
to the amount or to the part of the amount specified 
by the corporation in its election that, but for this 
subsection, would have been deductible in computing 
the corporation's income, other than exempt income, 
for the fiscal year and for those immediately pre-
ceding fiscal years, if any, by virtue of those clauses 
in respect of borrowed money used to acquire the 
depreciable property or the amount payable for the 
depreciable property acquired by it; and 
(b) the amount or part of the amount , as the case may 
be, described in clause a shall be added to the 
capital cost to it of the depreciable property so 
acquired by it. R.S.0. 1970, c. 91 , s. 68 (1) . Borrowed 
money 
used for 
(2) \Vhere in a fiscal year a corporation has used borrowed exploration, 
. . prospectrni; 
money for the purpose of explorat10n, prospectmg or develop- and 
development 
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ment, and the expenses incurred by the corporation in respect 
of exploration, prospecting and development are deductible 
in computing its income for the fiscal year by virtue of section 
63 or would be so deductible by virtue of that section if the 
corporation harl sufficient income for that fiscal year to permit 
the deduction, if the corporation so elects in prescribed manner 
on or before the day on or before which the corporation is 
required by section 145 to file its return for the fiscal year, 
(a) in computing its income for the fiscal year and for 
such of the three immediately preceding fiscal years as 
the corporation had, if any, clauses c, d anrl e of 
subsection 1 of section 24 do not apply to the amount 
or to the part of the amount specified by it in its 
election that, but for this subsection, would have been 
deductible in computing the corporation's income, 
other than exempt income, for the fiscal year and for 
those immediately preceding fiscal years, if any, by 
virtue of those clauses in respect of borrowed money 
used for exploration, prospecting and development ; 
and 
(b) the amount or the part of the amount, as the case may 
be, described in clause a shall be deemed to be 
exploration, prospecting and development expenses 
incurred by the corporation in the fiscal year. 
R.S.O. 1970, c. 91, s. 68 (2). 
Idem (3) In computing the income of the corporation for a fiscal 
year, where the corporation, 
(a) in any preceding fiscal year made an election under 
subsection 1 in respect of borrowed money used to 
acquire depreciable property or an amount payable 
for depreciable property acquired by it; and 
(b) in each fiscal year, if any, after that preceding fiscal 
year and before the fiscal year, made an election 
under this subsection covering the total amount that, 
but for this subsection, would have been deductible 
in computing the corporation's income, other than 
exempt income, for each such year by virtue of 
clauses c, d and e of subsection 1 of section 2-1 in 
respect of the borrowed money used to acquire the 
depreciable property or the amount payable for the 
depreciable property acquired by it, 
if it so elects in prescribed manner on or before the <lay 
on or before which it is required by section 1-15 to file its 
return for the fiscal year, dame;.; c, d and e of suhsection l 
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of section 24 do not apply to the amount or to the part of 
the amount specified by it in its election that, but for this 
subsection, would have been deductible in computing the 
corporation's income, other than exempt income, for the 
fiscal year by virtue of those clauses in respect of the borrowed 
money used to acquire the depreciable property or the amount 
payable for the depreciable property acquired hy it, and the said 
amount or part of the amount, as the case may be, shall be added 
to the capital cost to it of the depreciable property so acquired 
by it. R.S.O. 1970, c. 91, s. 68 (3). 
(4) In computing the income of a corporation for a ftscaPdem 
year, where the corporation, 
(a) in any preceding fiscal year made an election under 
subsection 2 in respect of borrowed money used for 
the purpose of exploration, prospecting or develop-
ment; and 
(b) in each fiscal year, if any, after that preceding year 
and before the fl.seal year, made an election under 
this subsection covering the total amount that, but 
for this subsection, would have been deductible in 
computing its income, other than exempt income, for 
each such year by virtue of clauses c, d and e of sub-
section 1 of section 24 in respect of the borrowed 
money used for the exploration, prospecting and 
development, 
if the corporation so elects in prescribed manner on or before 
the day on or before which it is required by section 145 to 
file its return for the fiscal year, clauses c, d a11d e of 
subsection l of section 24 do not apply to the amount or to 
the part of the amount specified by it in its election that, but 
for this subsection, would have been deductible in computing 
the corporation's income, other than exempt income, for the 
fiscal year by virtue of those clauses in respect of the borro\\red 
money used for the exploration, prospecting and develop-
ment, and the said amount or part of the amount, as the case 
may be, shall be deemed to be exploration, prospecting and 
development expenses incurred by the corporation in tlial 
year. R.S .O. 1970, c. 91, s. 68 (4). 
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(5) ~otwithstanding any other provision of this Act, whcre:;;~'::;"t~ess­
a corporation has made an election in accordance with the 
provisions of subsection 1 or 2, such reasscssmenb of lax. 
interest or penalties shall be made as are necessary to give 
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Ceasing to Carry on Business 
26.- (1) ·where a person who has been carrying on a 
business has, in a fiscal year, sold all or substantially all the 
property used in carrying on the business, including the 
debts that have been or will be included in computing his 
income for that fiscal year or a previous fiscal year and that 
are still outstanding, and including the debts arising from 
loans made in the ordinary course of his business if part 
of his ordinary business was the lending of money and that 
are still outstanding, to a purchaser who proposes to continue 
the business which the vendor has been carrying on, if the 
vendor and the purchaser have executed jointly an election 
in prescribed form to have this section apply, the following 
rules are applicable, 
(a) there may be deducted in computing the vendor's 
income for the fiscal year an amount equal to the 
difference between the face value of the debts so 
sold, other than debts in respect of which the vendor 
has made deductions under clause r of subsection I 
of section 24, and the consideration paid by the pur-
chaser to the vendor for the debts so sold; 
(b) an amount equal to the difference described in clause 
a shall be included in computing the purchaser's in-
come for the fiscal year; 
(c) the debts so sold shall be deemed, for the purposes 
of da uses n and r of subsection 1 of section 24 to 
have been included in computing the purchaser's 
income for the fiscal year or a previous fiscal year 
but no deduction may be made hy the purchaser 
under clause r of subsection 1 of section 24 in respect 
of a debt in respect of which the vendor has pre-
viously made a deduction; and 
(d) each amount deducted by the vendor in computing 
income for a previous fiscal year under clause r of 
subsection 1 of section 24 in respect of any of the 
debts so sold shall be deemed, for the purpose of 
clause i of subsection 1 of section 16, to have been 
so deducted by the purd1::tscr. R.S.O. l 970, c. YI, 
s. 62 (1). 
(2) An election executed for the purposes of subsection 1 
shall contain a statement by the vendor and the purchaser 
jointly as to the consideration paid for the debts sold by the 
vendor to the purchaser and that statement shall, as against 
the Minister, be binding upon the vendor anrl the purchaser 
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in so far as it may be relevant in respect of any mattl'r arising 
under this i\ct. R.S.O. 1970, c. 91, s. 62 (2), amended. 
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27. - (1) \Vhcrc, 111>on or after disposin•' of or ceasing toSaleotf o inven ory 
carry on a business or a part of a business, a corporation has sold 
all or any part of the property that was included in the 
inventory of the bu:-;iness, the property so sold sl1all, for the 
purposes of this Part, be deemed to have been sold by the 
corporation in the course of carrying on the business. R.S.O. 
1970, c. 91, s. 63 (1). 
(2) \Vhere a person who has been carry·ing on a business has Agr"e"'.ent as to pnce 
sold all or part of the property that \Vas included in the paid by 
. . . vendor and 
mventory of the busmess, whether or not he has disposed purchaser 
of or ceased to carry on that business or a part of that business, 
to a person who has used all or part of the property so sole! as 
inventory of a business carriecl on or to be carried on by the 
purchaser, and the amount of the consideration paid by the 
purchaser is, in part, consideration for the property so sold and, 
in part, consideration for something else, the following rules 
arc applicable, 
(a) such part of the consideration as the vendor and the 
purchaser have, in writing, agreed to be the price paid 
for the property so sold shall be deemed, both for the 
purpose of computing income from the husiness of the 
vendor ancl for the purpose of computing income from 
the business of the purchaser, to be the price so paid; 
and 
(6) where an agreement as contemplated hy clause a 
has not been filed with the \'linister within sixty days 
after notice in writing hy the Minister has been 
forwarded to the vendor and the purchaser that such 
an agreement is required for the purpose of any 
assessment of tax under this Act, such part of the 
consideration paid as is fixed by the l\linister shall be 
deemed to be the price agreed upon by them as the 
price paid for the property so sold. R..S.O. 1970, 
c. 91, s. 63 (2). 
(3) A reference in this section to property that was included ~;£~·~'h~i~Y 
in the inventor" of a business shall be deemed to include inc1u.i,"1 
.J lll tnvPnton: 
a reference to property that woulcl have been so included · 
if the income from the business had not been computed in 
accordance with the method authorized by subsection I of 
section 31 or clause d of subsection I of section 36. R.S.O. 
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28.- ( 1) Notwithstanding clause b of subsection 1 of section 
22, where a corporation has ceased to carry on a business, 
in computing the income of the corporation for its fiscal 
year in which it so ceased to carry on the business, 
(a) there shall be deducted the amount of its cumulative 
eligible capital in respect of the business at the 
time the corporation so ceased to carry on the business; 
(b) no amount is deductible by virtue of clause b of 
subsection 1 of section 24 in respect of the business; 
and 
(c) notwithstanding clause a of subsection 4 of section 
18, its cumulative eligible capital in respect of the 
business immediately after the time the corporation 
so ceased to carry on the business shall be deemed to be 
nil. 
~~~?~~ss (2) Where an individual has ceased to carry on a business and 
garri~dt•~~1 d thereafter a corporation controlled directly or indirectly in any yco o e h b h. h . d h b . . corpor0,tion manner w atever y im, as carne on t e usmess, in 
Banks 
Idem 
computing the cumulative eligible capital in respect of the 
business of the corporation at any time after the end of the 
fiscal year in which the individual so ceased to carry on the 
business, there shall be included the amount of the individual's 
'Cumulative eligible capital in respect thereof at the end of that 
fiscal year. New. 
Special Cases 
29.-(1) There shall be included in computing the income 
for a fiscal year of a bank, the amount by vlhich the aggregate 
of the amounts that, at the end of the fiscal year, arc set 
aside or reserved "by way of write-down of the value of assets 
or appropriation to contingency reserves or contingent accounts 
for the purpose of meeting losses on loans, bad or doubtful 
debts, depreciation in the value of assets other than bank 
premises, or other contingencies, is, in the opinion of the 
:.\Iinister, having regard to all the circumstances, in excess 
of the reasonable requirements of the bank. R.S.O. 1970, 
c. 91, s. 21. 
(2) Notwithstanding clauses a and b of subsection 1 of 
section 22, there may be deducted in computing the income 
for a fiscal vear of a bank, such amount as is set aside or 
reserved for" the fiscal year either by way of write-down 
of the value of assets or appropriation to any contingency 
reserve or contingent account for the purpose of meeting 
losses on loans, bad or doubtful debts, depreciation in the 
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value of assets other than bank premises, or other con-
tingencies, and is, in the opinion of the l\linister, having regard 
to all the circumstances, not in excess of the reasonable 
requirements of the bank. R.S.O. 1970, c. 91, s. 23 (8). 
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30.-(l) Where a corporation to which the exemption::; pro- ~g~:O~ations 
vided by clause b of subsection 1 of section 122 and the specially 
reduced tax provided by subsection 1 of section 135 would other-
wise apply is prescribed by regulation, such exemptions and 
specially reduced tax do not apply. R.S.O. 1970. c. 91. s. 59 (1). 
(2} Where land has been transferred to a corporation pre- Transfot s oflanrt 
scribed in the regulations for the purpose of disposition, thefor~it 
acquisition of the property by the corporation and any dis- pos•t on 
position thereof shall be deemed not to have been in the 
course of the business carried on by the corporation. R.S.O. 
1970, c. 91, s. 59 (4). 
31.-(1} For the purpose of computing the income of a cor-b'~~·;;;!~~ 
poration for a fiscal year from a farming business, the income 
from the business for that fiscal year may, if the corporation 
so elects under subsection 1 of section 28 of the Income Tax A ct 1970-71, - - - - c. 63 (Can.) 
(Canada), be computed in accordance with a method, herein-
after in this section referred to as the "cash" method, whereby 
the income therefrom for that fiscal year shall be deemed to be 
an amount equal to, 
(a) the aggregate of all amounts that, 
minus, 
(i) were received in the year, or are deemed by 
this Act to have been received in the year, in 
the course of carrying on the business, and 
(ii) were in payment of or on account of an amount 
that would, if the income from the business 
were not computed in accordance with the 
cash method, be included in computing income 
therefrom for that or any other year, 
(b) the aggregate of all amounts that, 
(i) were paid in the year, or are deemed by this 
Act to have been paid in the year, in the 
course of carrying on the business, and 
(ii) were in payment of or on account of an amount 
that would, if the income from the business 
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cash method, be deductible in computing in-
come therefrom for that or any other year, 
any minus and deductions for the year permitted by clauses 
a and b of subsection 1 of section 24. R.S.O. 1970, c. 91, 
s. 64 (1) (a). 
(2) Subsection 1 does not apply for the purpose of computing 
the income of a corporation for a fiscal year from a farming 
business carried on by it jointly with one or more other per-
sons, unless each of the other persons by whom the business 
is jointly carried on has elected to have his income from the 
business for that year computed in accordance with the 
method authorized by that subsection. R.S.O. 1970, c. 91, 
s. 64 (2). 
(3) Where a corporation has filed a return under Part V 
for a fiscal year wherein its income for that fiscal year from a 
farming business has been computed in accordance with the 
method authorized by subsection 1, income from the business 
for a subsequent fiscal year shall, subject to the other pro-
visions of this Part, be computed in accordance with that 
method unless the corporation, with the concurrence of the 
Minister and upon such terms and conditions as are specified 
by the Minister, adopts some other method. R.S.O. 1970, 
c. 91, s. 64 (3). 
(4) \Vhere a corporation that. at a time when it was a 
resident of Canada, carried on a business the income from 
which was computed in accordance with the method authorized 
by subsection 1 has, upon or after disposing of or ceasing to 
carry on the business or a part of the business, ceased to 
be a resident of Canada in a fiscal year, an amount equal 
to the value, at the time it ceased to be a resident of Canada, 
of, 
(a) such part of the property that would have been 
included in the inventory of the business or the part 
of the business if the income from the business had 
not been computed in accordance with the method 
authorized by subsection 1 as remained the property 
of the corporation at the time it ceased to be a 
resident of Canada; and 
(b) such part of amounts outstanding at the time the 
corporation ceased to be a resident of Canada as or on 
account of debts owing to the corporation that arose 
in the course of carrying on the business as would 
have been included in computing its income for the 
fiscal year if the amounts had been received by it in 
the year at a time \Vhen it was a resident of Canada, 
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shall be included in computing its income for the fiscal year. 
R.S.O. 1970, c. 91, s. 64(4). amended. 
1149 
(5) There shall be included in computing the income of a~e~~~~~~fe 
corporation for a focal year such part of an amount received 
by it in the year, upon or after disposing of or ceasing to 
carry on a business or a part of a business, for, on account 
or in lieu of payment of, or in satisfaction of clehts owing 
to the corporation that arose in the course of carrying on 
the business as would have been included in computing the 
income of the corporation for the fiscal year had the amount 
so received been received by it in the course of carrying on 
the business. R.S.O. 1970, c. 91, s. 64 (5). 
32. Notwithstanding clauses a and b of subsection 1 ofE_l~~ring 
section 22, there may be deducted in computing a corporation's 1evciting-
. fi · . lo.nrl and mcome for a seal year from a farmmg busmess any amount IA.Ying rne 
. d b . . h fi I f I · I d I 11' (\rarnage pm y 1 t m t e sea year or c eanng an · , eve mg 
land or laying tile drainage for the purpose of carrying on 
the farming business. R.S.O. 1970, c. 91, s. 23 (16). 
33.-(1) \Vhere a corporation's chief source of income forf'a~·~~[~0,m 
a fiscal vear is neither farming nor a combination of fanningwherec\ief 
J source of 
and some other source of income, for the purposes of sections}ncomenot 
12 and 99 its loss, if any, for the fiscal year from all farming arming 
businesses carried on by it shall be deemed to be the lesser of, 
(a) the amount by which the aggregate of its losses 
for the fiscal year otherwise determined from all 
farming businesses carried on by it exceeds the 
aggregate of its incomes for the fiscal year from all 
such businesses; and 
(b) S2,SOO plus the lesser of, 
(i) one-half of the amount by which the amount 
determined under clanse a exceeds 52,500, 
and 
(ii) S2,500, 
and for the purposes of this Act the amount, if any, hy which 
the amount determined under clause a exr.eeds the amount 
determined under clause b is the corporation's "restricted 
farm loss" for the fiscal year. R.S.O. 1970, c. 91, s. 25 (1). 
(2) For the purpose of this section the l\'IinistlT may Determina-
. t < tlon by 
determme that a corporation's chief source of income for a Minieter 
fiscal year is neither farming nor a combination of farming 
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:l4.- (1) Clause o of subsection 1 of section 24 does not 
apply to allow a deduction to an insurance agent or broker 
in respect of unearned commissions but a corporation may, 
in computing its income from a business as an insurance agent 
or broker for a fiscal year, deduct as a reserve in respect 
of unearned commissions an amount equal to the proportion of 
an amount that has been included in computing its income for 
the fiscal year or a previous fiscal year as a commission in 
respect of an insurance contract, other than a life insurance 
contract, that, 
is of, 
(a) the number of days in that portion of the period 
provided for in the insurance contract that is after 
the end of the fiscal year, 
(b) the whole of that period. R.S.O. 1970, c. 91, s. 61 (5). 
(2) There shall be included as income of a corporation for 
a fiscal year from a business as an insurance agent or broker, 
the amount deducted under subsection 1 in computing its 
income therefrom for the immediately preceding fiscal 
year. New. 
:J5."-(1) In computing the income for a fiscal year of a 
corporation whose business includes the lending of money 
on the security of a mortgage, hypothec or agreement of sale 
of real property, there may be deducted as a reserve, in lieu 
of anv deduction under clause n of subsection 1 of section 24, 
such amount as the corporation may claim not exceeding the 
lesser of, 
(a) 1 Yz per cent of the aggregate of, 
(i) each amount outstanding at the encl of the 
fiscal year as or on account of the principal 
amount of loans made by the corporation on 
the security of a mortgage, hypothec or 
agreement of sale of real property, or as or on 
account of the principal amount of a ny such 
mortgage, hypothec or agreem.ent of sale 
purchased by it, 
(ii) each amount due and unpaid at the end of 
the fiscal year as or on account of interest 
payable to the corporation under a mortgage, 
hypothec or agreement of sale of real property, 
and 
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(iii) each amount that has been taken into account in 
computing the income of the corporation for the 
fiscal year as or on account of the value of real 
property of the corporation that was included 
in the inventory of the corporation at the 
end of the fiscal year and that was acquired, 
by foreclosure or otherwise, after default made 
under a mortgage, hypothec or agreement of 
sale of real property, otherwise than as 01 
on account of the value of real property in 
respect of whir.h any amount for the fiscal 
year has been included under subclause i or 
ii; and 
(b) the amount, if any, deducted under this subsection 
as a reserve in computing the corporation's income 
for the immediately preceding fiscal year pins one-
third of the amount determined under clause a, 
but no deduction may be made under this subsection as a 
reserve in respect of loans made on the security of a mortgage 
1151 
or hypothec under the National Housing A ct (Canada) or any ~05~f1J,9b~i6 
of the Housing Acts as clcfinecl in ser.tion 2 of the Central 
Afortgage and Housing Corporation A ct (Canada). R.S.O. 1970, 
c. 91, s. 65 (a). 
(2) There shall be included as inr.ome of a r.orporation for af0e~~rve 
fiscal year from a business described in subsection 1, the included 
amount deducted under that subser.tion as a reserve in 
computing its income therefrom for the immediately preceding 
fiscalyear. R.S.0.1970,c.91,s.65(b). 
36 -- (1) Jn computing the income of a corporation for aProfe"eional • bus1nes:; 
fisr.al year from a business that is a profession, the following 
rules apply, 
(a) clause b of subsection 1 of section 16 and clansP o 
of subsection 1 of section 24 arc not applir.ablc; 
(b) every amount that becomes rcr.eivablc by it in the 
fiscal year in respect of property sold or services 
rendered in the r.ourse of the business shall be included ; 
(c) for the pnrposes of r.lause b, an amount shall be 
deemed to have become receivable in respect of 
services rendered in the course of the business on the 
clay that is the earliest of, 
(i) the day upon which the account in respect of 
the scrvir.e~ was rcrnlered, 
1152 
1970-71, 
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(ii) the day upon which the account in respect of 
those services would have been rendered had 
there been no undue delay in rendering the 
account in respect of the services, and 
(iii) the day upon which the corporation was paid 
for the services; and 
(d) where the corporation so elects in its return of income 
under Part I of the Income Tax Act (Canada) for 
the fiscal year, no amount shall be included in respect 
of work in progress at the endyf the fiscal year, except 
as otherwise provided by this section. 
(2) Where a corporation has elected that clause d of 
subsection 1 be applicable in computing its income for a 
fiscal year from a business that is a profession, that clause 
shall apply in computing its income from the business for all 
subsequent fiscal years unless the corporation, with the 
concurrence of the Minister and upon such terms and conditions 
as are specified by the Jlinister, revokes its election to haYe 
that clause apply. New. 
:17 .-(1) Where a share of the capital stock of a corporation, 
(a) is received in a fiscal year, 
(i) by a person who has, either under an arrange-
ment with a prospector made before the pros-
pecting, exploration or development work or 
as an employer of a prospector, advanced 
money for, or paid part or all of, the expenses 
of prospecting or exploring for minerals or of 
developing a property for minerals, and 
(ii) as consideration for the disposition by the 
person referred to in subclause i to the 
corporation of a mmmg property or interest 
therein acquired under the arrangement under 
'>Vhich the corporation made the a(h·ance or 
paid the expenses, or if the prospector \Yas 
its employee, acquired by it through the 
employee's efforts, 
the following rules apply, 
(h) notwithstanding any other provision of thi;; :\ct , no 
amount in respect of the receipt of the share shall be 
included in computing the income for the fiscal year 
of the person; 
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(c) notwithstanding Subdivision B, in computing the cost 
to the person of the share, no amount shall be 
included in respect of the mining property or interest 
therein, as the case may be; and 
(d) notwithstanding section 63, in computing the cost to 
the corporation of the mining property or the interest 
therein, as the case mav be, no amount shall be 
included in respect of the-share. R.S.O. 1970, c. 91, 
s. 57 (2). 
(2) In this section, 
(a) "mining property" means a right to prospect, 
explore or mine for minerals or a property the 
principal value of which depends upon its mineral 
content; and 
(b) "prospector" means an individual who prospects or 
explores for minerals or develops a property for 
minerals on behalf of himself, on behalf of himself 
and others or as an employee. R.S.O. 1970, c. 91, 




38, \Vhere anv amount in respect of an expenditure in-Railwa>'. 
· J compames 
curred by a corporation on or in respect of the repair, replace-
ment, alteration or renovation of depreciable property of the 
corporation of a class prescribed by the regulations made for 
the purposes of this section is, under a uniform classification 
and system of accounts and returns prescribed by the 
Canadian Transport Commission pursuant to the Railway A ct~-~~ l97n. 
(Canada), required to be entered in the books of the corpora- · 
tion otherwise than as an expense. 
(a) no deduction may be made in respect of that expendi-
ture in computing the income of the corporation for 
the fiscal year: and 
(b) for the purposes of section 17 and regulatio~s made 
under clause a of subsection 1 of section 24, the 
corporation shall be deemed to have acquired, at the 
time the expenditure was incurred, depreciable 
property of that class at a capital cost equal to that 
amount. R.S.O. 1970, c. 91, s. 60 (3). 
39. - (1) There mau be deducted in com1mtin<' the income Seientifibc 
J D researc 
for a fiscal year of a corporation that had a permanent establish-
ment in Canada and made expenditures in respect of scientific 
research in the fiscal year the amount by which the aggregate of, 
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(a) all expenditures of a current nature made in Canada 
in the fiscal year, 
(i) on scientific research related to the business 
and directly undertaken by or on behalf of the 
corporation, 
(ii) by payments to an approved association that 
undertakes scientific research related to the 
class of business of the corporation, 
(iii) by payments to an approved university, 
college, research institute or other similar 
institution to be used for scientific research 
related to the class of business of the corpora-
tion, 
(iv) by payments to a corporation resident in 
Canada and exempt from tax under clauseg of 
subsection 1 of section 122, or 
(v) by payments to a corporation resident in 
Canada for scientific research related to the 
business of the corporation; 
.(b) such amount as may he claimed by the corporation 
not exceeding the lesser of, 
(i) the expenditures of a capital nature made in 
Canada, by acquiring property other than land, 
in the fiscal year and any previous fiscal year 
ending after 1958 on scientific research relating 
to the business and directly undertaken by 
or on behalf of the corporation, and 
(ii) the undepreciated capital cost to the corpora-
tion of the property so acquired as at the end 
of the fiscal year, before making any deduction 
under this clause in computing the income of 
the corporation for the fiscal year; and 
(c) all expenditures in the fiscal year by way of repayment 
of amounts paid to the corporation under an 
Appropriation Act (Canada) and on terms and 
conditions approved by the Minister for the purpose 
of advancing or sustaining the technological capability 
of Canadian manufacturing or other industry, 
exceeds the aggregate of amounts paid to the corporation in 
the fiscal year under an Appropriation A ct (Canad:\) and on 
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terms and conditions described in clause c. l<..S.O. 1970, c. 91, 
s. 46 (1). 
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(2) There may he deducted in computing the income for a~t'{£~i'¥~h 
fiscal year of a corporation that carried on business in Canada Canada 
and made expenditures in the fiscal year in respect of scientific 
research carried on outside Canada, all such expenditures of a 
current nature made in the fiscal year, 
(a) on scientific research related to the business and 
directly undertaken by or on behalf of the corpora-
tion; or 
(b) hy payments to an approved association, university, 
college, research institute or other similar institution 
to he used for scientific research related to the class 
of business of the corporation. R.S.O. 1970, c. 91, 
s. 46 (2). 
(3) \Vhere any particular activity constitutes scientific Itlem 
research for the purposes of section 37 of the Income Tax Act1910-11, 
c. 63 Wan.) 
(Canada), such particular activity shall constitute scientific 
research for the purposes of this Act. R.S.O. 1970, c. 91, 
s. 46 (3). 
(4) ~o deduction may be made under this section in respect Deduct.ions 
of an expenditure made to acquire rights in, or arising out of, 
scientific research. l<.S.O. 1970, c. 91, s. 46 (4). 
(5) Where in respect of an expenditure on scientific research Idem 
made by a corporation in a fiscal year an amount is deductible 
under this section and under section 98 no deduction may he 
made in respect of the expenditure under section 98 in 
computing the taxable income of the corporation for any fiscal 
year. KS.0. 1970, c. 91, s. 46 (5). 
(6) An amount claimed under clause b of subsection 1 in ~xpend-1tures of a 
computing a deduction under that subsection shall, for thecapital 
purpose of section 17, he deemed to be an amount allowed to nature 
the corporation in respect of the property acquired by the 
expenditures under regulations made under clause a of sub-
section I of section 24, and for that purpose the property 
acquired by the expenclitmes shall be deemed to be of a 
separate prescribed cla~s. I<..S.O. t<no, c. 91, s. 4(1 (7). 
(7) In this section, 
(a) "approved" means approved by the :Minister; 
(b) "scientific research" has the meaning given to that 
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(c) references to expenditures on or in respect of scientific 
research, 
(i) where the references occur in subsection 2, 
include only expenditures incurred for and 
wholly attributable to the prosecution of 
scientific research, and 
(ii) where the references occur other than in sub-
section 2, include only expenditures incurred 
for and wholly attributable to the prosecution 
or the provision of facilities for the prosecution, 
of scientific research in Canada; and 
(d) references to scientific research relating to a business 
or class of business include any scientific research that 
may lead to or facilitate an extension of that business 
or, as the case may be, business of that class. R.S.O. 
1970, c. 91, s. 46 (6). 
SUBDIVISION B-TAXALJLE CAPITAL GADIS 
AND AJ.LOWABLE CAPITAL LOSSES 
40. For the purposes of this Act, 
(a) a corporation's taxable capital gain for a fiscal year 
from the disposition of any property is one-half of its 
capital gain for the fiscal year from the disposition 
of that property; and 
(b) a corporation's allowable capital loss for a fiscal year 
from the disposition of any property is one-half of its 
capital loss for the fiscal year from the disposition of 
that property. New. 
41.-(l) For the purposes of this Act, 
(a) a corporation's capital gain for a fiscal year from the 
disposition of any property is the corporation's gain 
for the year determined under this SnbdiYision (to 
the extent of the amount thereof that would not , if 
section 12 \Vere read \Vi thou t reference to the expres-
sion "other than a taxable capital gain from the 
disposition of a property" in clause a thereof and 
without reference to clause b thereof, be included in 
computing the corporation's income for the fi,;cal 
year or any other fo.-cal year) from tlw di"'poO'it1011 nf 
any property of the corporation other than, 
(i) eligible capital property, 
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(ii) property, any amount receivable by the cor-
poration for the disposition of which is required 
to be included in computing the corporation 's 
income for the fiscal year by virtue of section 
59, or 
(iii) a life insurance policy within the meaning of 
1157 
section 138 of the Income Tax Act (Canada) , ~91~-U:an) 
except an annuity contract; and 
(b) a corporation's capital loss for a fiscal year from the 
disposition of any property is the corporation',; loss 
for the year det(Tmined under this Subdivi,;ion (tot.he 
extent ·of the amount thereof that would not, if 
section 12 were read in the manner described in 
clause a of this subsection, be deductible in computing 
the corporation's income for the fiscal year or any 
other fiscal year) from the disposition of any property 
of the corporation other than, 
(i) depreciable property, or 
(ii) property described in subclause i, II or m of 
clause a. 
(2) Notwithstanding subsection 1, where, by virtue of any0:r~;~1nd 
fluctuation after 1971 in the value of currency or currencies ofYos~e~in 
· h h C d l · C d · respect one or more countnes ot er t an ana a re at1ve to ana ianorrorelg:n 
. h d . . d l . currencies currency, a corporat10n as ma ea garn or sustame a oss in 
a fiscal year, the following rules apply, 
(a) the amount, if any, by which, 
(i) the aggregate of all such gains made by the 
corporation in the fiscal year (to the extent of 
the amount thereof that would not if section 
12 were read in the manner described in clause 
a of subsection 1 of this section, be included in 
computing the corporation's income for the 
fiscal year or any other fiscal year), 
exceeds 
(ii) the aggregate of all such losses sustained by the 
corporation in the fiscal year, to the extent of 
the amounts thereof that would not , if section 
12 were read in the manner described in 
clause a of subsection 1 of this section be 
deductible in computing the corporation's 
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shall be deemed to be a capital gain of the corporation 
for the fiscal year from the disposition of currency 
of a country other than Canada, the amount of which 
capital gain is the amount determined under this 
clause; and 
(b) the amount, if any, by which, 
(i) the aggregate determined under subclause 11 
of clause a, 
exceeds 
(ii) the aggregate determined under subclause i of 
clause a, 
shall be deemed to be a capital loss of the corporation 
for the year from the disposition of currency of a 
country other than Canada, the amount of which 
capital Loss is the amount determined under this 
clause. 
(3) \Vhere a corporation has issued any bond, debenture or 
similar obligation and has at any subsequent time in a fiscal 
year and after 1971 purchased the obligation in the open 
~arket, in the manner in which any such obligation would 
normally be purchased in the open market by any member 
of the public, 
(a) the amount, if any, by which the amount for which 
the obligation was issued by the corporation exceeds 
the purchase price paid or agreed to be paid by the 
corporation for the obligation shall be deemed to be 
a capital gain of the corporation for the fiscal year 
from the disposition of a capital property; and 
(b) the amount, if any, by which the purchase price paid 
or agreed to be paid by the corporation for the 
obligation exceeds the greater of the principal 
amount thereof and the amount for which it was issued 
by the corporation shall be deemed to be a capital 
loss of the corporation for the fiscal year from the 
disposition of a capital property, 
to the extent of the amount of the capital gain or capital 
loss, as the case may be, that would not , if section 12 were 
read in the manner described in clause a of subsection 1 of 
this section, be included or be deductible, as the case may 
be, in computing the corporation's income for the fiscal year or 
any other fiscal year. New. 
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42.- (1) Except as otherwise expressly provided in this Part , General rules 
(a) a corporation's gain for a fiscal year from the dis-
position of any property is the amount, if any, by 
which, 
(i) if the property was disposed of in the fiscal 
year, the amount, if any, by which the 
corporation's proceeds of disposition exceed 
the aggregate of the adjusted cost base to it of 
the property immediately before the disposi-
tion and any outlays and expenses to the 
extent that they were made or incurred by the 
corporation for the purpose of making the 
disposition, or 
(ii) if the property was disposed of before the 
fiscal year, the amount, if any, claimed by the 
corporation under subclause iii in computing 
the corporation's gain for the immediately 
preceding fiscal year from the disposition of 
the property, 
exceeds 
(iii) such amount as the corporation may claim, 
not exceeding a reasonable amount as a reserve 
in respect of such of the proceeds of disposition 
of the property that are not due to the cor-
poration until after the end of the fiscal year 
as may reasonably be regarded as a portion 
of the amount determined under subclause i in 
respect of the property; and 
(b) a corporation's loss for a fiscal year from the dis-
position of any property is, 
(i) if the property was disposed of in the fiscal 
year, the amount, if any, by which the aggre-
gate of the adjusted cost base to the corporation 
of the property in1mediately before t he d is-
position and any outlays and expenses to the 
extent that they were made or incurred by 
the corporation for the purpose of ma king the 
disposition, exceeds its proceeds o f disposition 
of the property, and 
(ii) in any other case, nil. 
(2) Notwithstanding subsection l , Limitations 
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(a) subclause iii of clause a of subsection 1 does not apply 
to permit a corporation to claim any amount there-
under in computing a gain for a fiscal year if the 
corporation was, at any time in the fiscal year or the 
immediately following fiscal year, not resident in 
Canada; 
(b) a corporation's loss for a fiscal year from the dis-
position of a bond or debenture is its loss therefrom 
for the fiscal year otherwise determined, less the 
aggregate of such amounts received by it as, on 
account or in lieu of payment of, or in satisfaction of 
interest thereon as were, by virtue of clause e of 
subsection 1 of section 75, not included in computing 
its income; 
(c) a corporation's loss otherwise determined from the 
disposition of any property disposed of by it to, 
(i) a person by whom it was controlled, or 
(ii) a corporation that was controlled by a person 
described in subclause i, 
is nil; 
(d) a corporation's gam or loss from the disposition of, 
(i) a chance to win a prize, or 
(ii) a right to receive an amount as a prize, 
in connection with a lottery scheme is nil; and 
(e) a corporation's loss, if any, from the disposition of a 
property, to the extent that it is, 
(i) a superficial loss, 
(ii) a loss from the disposition of a debt or other 
right to receive an amount, unless the debt or 
right, as the case may be, was acquired by the 
corporation for the purpose of gaining or pro-
ducing income from a business or property, 
other than exempt income, or as consideration 
for the disposition of capital property to a 
person with whom the corporation was dealing 
at arm's length, or 
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(iii) a loss from the disposition of any personal-use 








(a) the aggregate of all. amounts required by subsection ~~~gcted 
2 of section SS, except clause b thereof, to be deducted Z'di~sted 
in computing the adjusted cost base to a corporation ~~~~~~~~st 
of any property at any time in a fiscal year, r~iseaa~g~Jt~ 
exceeds 
(b) the aggregate of the cost to it of the property and all 
amounts required by subsection 1 of section 55 to be 
included in computing the adjusted cost base to a 
corporation of that property at that time, 
the amount of the excess shall be deemed to be a gain of the 
corporation for the fiscal year from a disposition at that time 
of that property. New. 
adjusted 
cost base 
43.-( I) For the purposes of this Part, a corporation's t~~i;i\~~~{ 
taxable net gain for a fiscal year from dispositions of listed g~in from
1 . . d1sposlt ons 
personal property is one-half of the amount determmed under oflisted 
b · 2 b · · f h f' 1 f 1· · · personal su sect10n to e its net gam or t e 1sca year rom < 1spos1hons property 
of such property. 
(2) A corporation's net gain for a fiscal year from dis- ~~~';tion of 
positions of listed personal property is an amount determined net gain 
as follows, 
(a) determine the amount, if any, by which the aggregate 
of its gains for the fiscal year from dispositions of 
listed personal property exceeds the aggregate of its 
losses for the fiscal year from dispositions of listed 
personal property; and 
(b) deduct from the amount determined under clause a 
its listed-personal-property losses for the five fiscal 
years immediately preceding and the fiscal yl'ar im-
mediately following the fiscal year, except that for 
the purposes of this claus!', 
(i) an amount in respect of a listed-personal-
propcrty loss is only deductible to the extent 
that it exceeds the aggregate of amounts 
previously deductible in respect of that loss 












of gain on 
Involuntary 
dispositions 
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(ii) no amount is deductible in respect of the Listed-
personal-property loss of any fiscal year until 
the deductible listed-personal-property losses 
for previous fiscal years have been deducted, 
and 
(iii) no amount is deductible in respect of Listed-
personal-property losses from the amount 
determined under clause a for a fiscal year ex-
cept to the extent of the amount so determined 
for the fiscal year, 
and the remainder determined under clause b is the corpora-
tion's net gain for the fiscal year from dispositions of listed 
personal property. 
(3) In this section, "Listed-personal-property loss" of a 
corporation for a fiscal year means the amount, if any, by 
which the aggregate of its losses for the fiscal year from clis-
positions of listed personal property exceeds the aggregate of 
its gains for the fiscal year from dispositions of Listed personal 
property. New. 
44. In computing a corporation's proceeds of djsposition of 
any property for the purposes of this Subdivision, there shall 
be included any amount received or receivable by the cor-
poration as consideration for any warranty, covenant or other 
con.ditional or contingent obligation incurred by the corporation 
in respect of the disposition, and in computing the corporation's 
income for the fiscal year in which the property was disposed 
of or for any of the six immediately following fiscal years, any 
outlay or expense made or incurred by the corporation in any 
such fiscal year pursuant to or by virtue of the obligation 
shall, if the obligation ·was a Legal obligation incurred by the 
corporation, be deemed to be a loss of the corporation for that 
fiscal year from the disposition of a capital property. N ew. 
45. For the purpose of computing a corporation's gain for a 
fiscal year from the disposition of a part of a property, the 
adjusted cost base to the corporation, immediately before the 
disposition, of that part is such portion of the adjusted cost 
base to the corporation at that time of the whole property as 
may reasonably be reganlecl as attributable to tha t part. New. 
4 6. \Vhere in a fiscal year a corporation has received pro-
ceeds of disposition described in subclause iii or iv of clause i 
of section 56 of any property, in this section referred to as its 
" former property", and, before the end of the following fiscal 
year, has expended an amount to acquire other property as a 
replacement for its former property, notwithstanding sub-
section 1 of section 42, 
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(a) the gain, if any, from the disposition of its former 
property is the lesser of, 
(i) the gain therefrom otherwise determined, and 
(ii) the amount, if any, by which the proceeds of 
disposition oJ its former property exceed the 
cost to the corporation, otherwise determined, 
of the other property; and 
(b) the cost to the corporation of the other property shall 
be deemed to be the cost to the corporation of the 
other property otherwise determined, minus the 
amount, if any, by which the gain described in sub-
clause i of clause a exceeds the excess, if any, deter-
mined under subclause ii of clause a. New. 
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47 .-(1) For the purposes of this Subdivision the following P~oJ>erty 
with more 
rules apply, than one 
use 
(a) where a corporation, 
(i) having acquired property for some other 
purpose, has commenced at a later time to use 
it for the purpose of gaining or producing 
income therefrom, or for the purpose of gaining 
or producing income from a business, or 
(ii) having acquired property for the purpose of 
gaining or producing income therefrom or for 
the purpose oJ gaining or producing income 
from a business, has commenced at a later time 
to use it for some other purpose, 
the corporation shall be deemed to have, 
(iii) disposed of it at that later time for proceeds 
equal to its fair market value at that later 
time, and 
(iv) immediately thereafter reacquired it at a cost 
equal to that fair market value; 
(b) where property has, since it was acquired by a cor-
poration, been regularly used in part for the purpose 
of gaining or producing incom<~ therefrom or for the 
purpose of gaining or producing income from a busi-
ness and in part for some other purpose, the corpora-
tion shall he deemed to have acquired, for that other 
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regularly made of the property for that other purpose 
is of the whole use regularly made of the property at a 
cost to the corporation equal to the same proportion 
of the cost to it of the whole property; and, if the 
property has, in such a case, been disposed of, the 
proceeds of disposition of the proportion of the 
property deemed to have been acquired for that 
other purpose shall be deemed to be the same propor-
tion of the proceeds of disposition of the ·whole pro-
perty; and 
(c) where, at any time after a corporation has acquired 
property, there has been a change in the relation 
between the use regularly made by the corporation of 
the property for gaining or producing income there-
from or income from a business and the use regularly 
made of the property for other purposes, 
(i) if the use regularly made by it of the property 
for those other purposes has increased, it shall 
be deemed to have, 
(A) disposed of property at that time for 
proceeds equal to the proportion of the 
fair market value of the property at 
that time that the amount of the increase 
in the use regularly made by the cor-
poration of the property for those other 
purposes is of the whole use regularly 
made of the property, and 
(B) immediately thereafter reacquired the 
property so disposed of at a cost equal 
to the proceeds referred to in sub-
subclause A, and 
(ii) if the use regularly made by the corporation 
of the property for those other purposes has 
decreased, it shall be deemed to have disposed 
of property at that time and the proceeds of 
disposition shall be deemed to be an amount 
equal to the proportion of the fair market 
value of the property at that time that the 
amount of the decrease in use regularly mad.e 
by it of the property for those other purposes 
is of the whole use regularly made of the 
property. 
(2) For the purposes of this Subdivision and section 17, where 
clause a of subsection 1 and paragraph 2 of subsection 6 of 
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section 17 would otherwise he applicable in respect of any 
property of a corporation for a fiscal year and the corporation 
so elects as provided under subsection 2 of sect,on 45 of the 
1165 
Income Tax Act (Canada), the corporation shall be deemed not~9~~-n·anl 
to have commenced to use the property for the purpose of 
gaining or pro<lucing income therefrom or for the purpose of 
gaining or producing income from a business except that if the 
corporation rescinds such election in a subsequent fiscal year 
in respect of the property, it shall be deemed to have com-
menced so to use the property on the first day of that subse-
quent fiscal year. New. 
48.-(1) Where a corporation has disposed of any personal- ~;~~~.~~~rty 
use property of the corporation, for the purposes of this 
Subdivision, 
(a) the adjusted cost base to the corporation of the 
property immediately before the disposition shall be 
deemed to be the greater of $1,000 and the amount 
otherwise determined to be its adjusted cost hase to 
it at that time; and 
(b) its proceeds of disposition of the property shall be 
deemed to be the greater of $1,000 and its proceeds 
of disposition of the property otherwise determined. 
(2) \Vhere a corporation has disposed of part of a personal- Where part 
d h . d . d f only of use property owne y 1t an has retame another part o thep:operty 
f h f h . S bd. . . disposed property, or t e purposes o t 1s u 1v1s10n, of 
(a) the adjusted cost base to the corporation immediately 
before the disposition, of the part so disposed of shall 
be deemed to be the greater of, 
(i) the adjusted cost base to it at that time of 
that part otherwise determined, and 
(ii) that proportion of $1,000 that the amount 
determined under subclause i is of the adjusted 
cost base to it at that time of the whole 
property; and 
(b) the proceeds of disposition of the part so disposed of 
shall be deemed to be the greater of, 
(i) the proceeds of disposition thereof otherwise 
determined, and 
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(3) For the purposes of this Subdivision, where a number 
of personal-use properties of a corporation that would, if the 
properties were disposed of, ordinarily he disposed of in one 
disposition as a set, 
(a) have been disposed of hy more than one disposition 
so that all of the properties have been acquired by 
one person or by a group of persons not dealing 
with each other at arm's length; and 
(b) had, immediately before the first disposition referred 
to in clause a, an aggregate fair market value greater 
than $1,000, 
the properties shall be deemed to be a single personal-use 
properly and each such disposition shall be deemed to be a 
disposition of a part of that property. 
(4) Where it may reasonably be regarded that, by reason of 
a decrease in the fair market value of any personal-use property 
of a corporation, partnership or trust, 
(a) a corporation's gain, if any, from the disposition of a 
share of the capital stock of a corporation, an interest 
in a trust or an interest in a partnership has become 
a loss, or is less than it would have been if the 
decrease had not occurred; or 
(b) a corporation's loss, if any, from the disposition of a 
share or interest described in clause a is greater than 
it would have been if the decrease had not occurred; 
the amount of the gain or loss, as the case may be, shall be 
deemed to be the amount that it would have been but for 
the decrease. New. 
49. -(1) Where at any particular time after 1971 a corpora-
tion that owns one property or l wo or more identical pro-
perties that was or each of which was, as the case may be, 
acquired by it after 1971, acquires one or more other properties, 
in this subsection referred lo as "newly-acquired properties" , 
each of which is identical to each such previously-acquired 
property, for the purposes of computing, at any subsequent 
lime, the adjusted cost base to the corporation of each such 
identical property, 
(a) the corporation shall be deemed to have disposed of 
each such previously-acquired property immediately 
before the particular time for proceeds equal to its 
adjusted cost base to it immerliately before thc- par-
ticular time; and 
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(b) the corporation shall be deemed to have acquired 
each such identical property at the particular time at 
a cost equal to the quotient obtained when, 
(i) the aggregate of the adjusted cost bases to the 
corporation immediately before the particular 
time of the previously-acquired properties, and 
the cost to it, determined without rderence to 
this section, of the newly-acquired properties, 
is divided by 
(ii) the number of such identical properties owned 
by the corporation immediately after the 
particular time. 
1167 
(2) For the purposes of subsection 1, where a group of Wdhere 
1 . _ . . • . 1 ent1ca 
1dent1cal properties referred to m that subsect10n 1s a group properties 
of identical obligations within the me'aning of subsection 3, are bonds, etc. 
subclause ii of clause b of subsection 1 shall be read as follows: 
"(ii) the quotient obtained when the aggregate of 
the principal amounts of all such identical 
properties owned by the corporation immedi-
ately after the particular time is divided by 
the principal amount of the identical property." 
(3) For the purposes of this Subdivision, one bond, deben- ~hen bonds. 
ture, bill, note or other similar obligation issued by a debtor is rd~ntl~~l 
identical to another such obligation issued by that debtor' if 
both are identical in respect of all rights, in equity or other-
wise, either immediately or in the future and either absolutely 
or contingently, attaching thereto, except as regards the 
principal amount thereof. New. 
50.---(1) For the purposes of this Subdivision, where at any ~1eem~dtl · · ft · . . < spas on time Ill a seal year a corporat10n ceases to be resident m on ceasing to 
. . be resident In 
Canada, it shall be deemed to have disposed of each property, c ... nad"' 
other than any property that would he taxable Canadian 
property if at no time in the fiscal year it had been resident 
in Canada, owned by the corporation at that time, for proceeds 
of disposition equal to the fair market value of the property at 
that time, and to have reacquired the property immediately 
thereafter at a cost equal to that fair market value. 
(2) For the purposes of this Subdivision, where at any time ~c"e~yii~ion 
after 1971 a corporation becomes a resident of Canada, it shall on~ecoming 
. . a rcstdenl of 
be deemed to have acquired at that time each property owned Canada 
by it at that time, other than property that would be taxahlc 
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resident in Canada, if the corporation had disposed of it 
immediately before that time, at a cost equal to its fair 
market value at the time it became a resident of Canada. 
New. 
5 t.-(1) Subject to subsections 2 and 3, for the purpose of 
this Subdivision the granting of an option, other than an 
option granted by a corporation to acquire shares of its capital 
stock or bonds or debentures to be issued by it, is a disposition 
of a property the adjusted cost base of which to the grantor 
immediately before the grant is nil. 
(2) Where at any time an option described in subsection 1, 
other than an option the consideration for the granting of 
which is an amount described in subclause v of clause b of 
subsection 12 of section 63 paid pursuant to an agreement 
described in that subclause, that has been granted by a 
corporation after 1971 expires, 
(a) the corporation shall be deemed to have disposed of 
capital property at that time for proceeds equal to the 
proceeds received by it for the granting of the option; 
and 
(b) the adjusted cost base to the corporation of that 
capital property immediately before that time 
shall be deemed to be nil. 
(3) Where an option is exercised so that property is disposed 
of by a person, hereinafter referred to as the "\·endor", or so 
that property is acquired by another person, hereinafter referred 
to as the "purchaser", for the purpose of computing the income 
of each such person the granting of the option and the exercise 
thereof shall be deemed not to be dispositions of property and, 
(a) if the option is an option to acquire property, there 
shall be included, 
(i} in computing the vendor's proceeds of dis-
position of the property, the consideration 
received by him for the option, and 
(ii} in computing the cost to the purchaser of the 
property, the adjusted cost base to him of the 
option; and 
(b) if the option is an option to dispose of property, 
there shall be deducted, 
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(i) in computing the vendor's proceeds of dis-
position of the property, the adjusted rnst 
base to him of the option, and 
(ii) in computing the cost to the purchaser of the 
property, the consideration received by him 






. d h _ . fi l exercised (a) an opt10n grante y a corporat10n m a sea year, in sub-
. l · b · f l ] "· · · 1 fi l " seq_uent year m t us su sect10n re errec toast le uutia sea year , · 
is exercised in a subsequent fiscal year, in this 
subsection referred to as the "subsequent fiscal year"; 
(b) the corporation has filed a return for the initial 
fiscal year as required by section 145; and 
(c) on or before the day on or before which it was 
required by section 145 to file a return for the 
subsequent fiscal year, has filed an amended return 
for the initial fiscal year exducling from its income tlw 
proceeds received by it for the granting of the option, 
such reassessment of the corporation's tax, interest or penalties 
for the fiscal year shall be made as is necessary to give effc~ct 
to the exclusion. New. 
i>2.-(1) For the purposes of this Subdivision, where a debt ~st~b~ished 
owing to a corporation at the end of a fiscal vear, other ~o be bad 
than a debt owing to it in respect of the disp~sition of a ebts 
personal-use property, is established by it to have become 
a bad debt in the fiscal year, it shall be deemed to have 
disposed of it at the encl of the fiscal year and to have 
reacquired it immediately thereafter at a cost equal to nil. 
(2) \Vhere a debt owing to a corporation at the end Where debt persona.l-
of a fiscal year that is a personal-use property of theuseprope1·ty 
corporation is established by it to have become a bad debt 
in the fiscal year, 
(a) it shall he deemed to have disposed of it at the end 
of the fiscal year for proceeds eqna I to the amount, 
if any, by which, 
(i) its adjusted cost base to it immediately before 


















s t ock 





Chap. 143 CORPOHATlONS TAX 1972 
(ii) the amount of its gain, if any , from the 
disposition of the personal-use property the 
proceeds of disposition of which included the 
debt; and 
(b) it shall be deemed to have reacquired the debt 
immediately after the end of the fiscal year a t a 
cost equal to the amount of the proceeds determined 
under clause a. ;v ew. 
;")a. Where shares of the capital stock of a corporation ha\'e, 
after 1971, been acquired by a person in exchange for a 
preferred share, bond, debenture or note of the corporation, 
in this section referred to as a " convertible property", the 
terms of which conferred upon the holder the right to make the 
exchange, 
(a) the exchange shall be deemed not t o have been a 
disposition of property; and 
(b) the cost to the person of t he shares shall be deemed 
to be the adjusted cost base to h im of the convertible 
property immediately before the exchange. New. 
54.- (1) For the purposes of this Subdivision , where a 
corporation has acquired property after 1971 and an amount 
in respect of the value thereof has been included in computing 
the corporation 's income, the amount so included shall be 
added in computing the cost to it of that property. 
(2) Where any property has, after 1971, been received b>- a 
shareholder of a corporation at any time as, on account or in 
lieu of payment of, or in satisfact ion of, a dividend paya ble 
in kind, other than a stock dividend, in respect of a share 
owned by h im of the capital stock of the corporation, he 5ha\1 
be deemed to have acquired the property at a cost to him equal 
to its fair market value at that time, and the corporation shall 
be deemed to have disposed of the property at that time 
for proceeds equal to that fair market value. 
(3) Where a corporation that is a shareholder of another 
corporation has, after 1971, received a stock dividend in 
respect of a share owned by it of the capital stock of the 
other corporation, it shall be deemed to have acquired th<> 
share or shares received by it as a stock rlividend at a cos t to 
it equal to the amount of the s tock dividend. 
(4) \Vherc any property has been acquired b~· a corporation 
at any time after 1971 as a prize in connection with a lottN y 
scheme, it shall be deemed to have acquired the property a t a 
cost to it equal to its fair market value at that time. 
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(5) Where any property has, after 1971, been tran_sfcrrcd to ~~g~e~ty 
a beneficiary bu a trustee under an emrilovccs profit sharing transferred 
' J J by trustee 
I1lan under ' employees 
profit 
(a) suhsection 1 does not apply m respect of the sharing plan 
property; and 
(b) the beneficiary shall be deemed to have acqnired the 
property at a cost to him equal to its fair market valu!' 
at the time of the transfer. New. 
5;"). (1) In computing the adjusted cost base to a corpora-j~dJ,~;~7,';,;1;" 
tion of property at any time, there shall be added to the 
cost to the corporation of the property such of the following 
amounts in respect of the property as are applicable, 
(a) any amount deemed by subsection 3 of ,;ection .:t2 
to he a gain of the corporation for a fiscal year from 
a disposition before that time of the property: 
(b) \vhere the property is a share of the capital :-.tock 
of another corporation resident in Canada, the amount 
of any dividend on the share deemed by subsection 
1 of section 78 to have been received by the corporation 
hefore that time; 
(c) where the property is a share of the capital stock 
of another corporation resident in Canada, and the 
corporation has, after 1971, made a contrihntion of 
capital to that other corporation otherwise than by 
way of loan, that proportion of snch part of the 
amount of the contribution as cannot r!'asonahly 
be regarded as a gift made to or for the benetit of 
any other shareholder of the other corporation who 
was related to the corporation that, 
(i) the amount that may reasonably he regard('d 
as the increase in the fair market value, a-; a 
result of the contribution, of th(' share, 
is of 
(ii) the amount that may rca~onably he rcgard0d 
as the increase in the fair market value, a:; a 
result of the contrib11tion, of all shares of thl' 
capi tal stock of the other corporation owned 
by the corporation immediately after the 
contribution; 
(d) where the property is an intPrcst m a partner»hip, 
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(i) an amount in respect o.f each fiscal year of the 
partnership ending after 1971 and hefore that 
time, equal to the aggregate of all amounts 
each of which is the corporation's share of the 
income of the partnership from any source 
for that fiscal year, computed as if this Act 
were read without reference to, 
(A) the references in section 18, clause a 
of section 40 and subsection 1 of section 
43 to "one-half", and 
(B) clause h of this subsection, section 57 
and subsection 2 of section 75, 
(ii) the corporation'sshare of any capital dividends 
received by the partnership before that time 
on shares of the capital stock of a corporation 
that were partnership property, 
(iii) the corporation's share of the amount, if any, 
by which, 
(A) any proceeds of a life insurance policy 
received by the partnership after 1971 
and before that time in consequence of 
the death of any person whose life was 
insured under the policy, 
exceeds 
(B) all amounts paid as or on account o.f 
premiums under the pnlic~~, and 
(iv) where the corporation has, after 1971, made a 
contribution of capital to the partnership 
otherwise than by \Vay of loan, such part of the 
amount of the contribution as cannot reason-
ably be regarded as a gift made to or for the 
benefit of any other member of the partnn-
shi p who was related to the corporation; 
(e) where the property is substituted property of the 
corporation within the meaning of clause j of section 
56, the amount of the loss that \Vas , by virtue of the 
acquisition by the corporation of the property, a 
superficial loss of any person; 
(f} where the property is a bond, debenture , bill , note , 
mortgage, hypothec or similar obli~a tion. tl1 e amount. 
if any, by which the principal amount of the obligation 
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exceeds the amount for which the obligation was 
issued, if such excess was required by subsection 2 or 
3 of section 20 to be incluclecl in computing the income 
of the corporation for a fiscal year commencing 
before that time; 
(g) wlww the property is land of the corporation, any 
amount paid by it after 1971 and before that time 
pursuant to a l<~gal obligation to pay, 
(i) interest on borrowed money used to acquire 
the land, or on an amount payable by it for 
the land, or 
(ii) property taxes, not including income or 
profits taxes or taxes imposed by reference to 
the transfer of propc'rty, paid by it in respc'Ct 
of the property to a province or to a Canadian 
municipality, 
to the extent that that amount was, by virtue of 
sub,.;edion 2 of section 22, not deductible in computing 
the corporation's income from the land or from a 
bu~incss for any fiscal year cormncncing bdore that 
time; 
(h) where the property is land us<~d in a farming 
business carried on by the corporation, an amount 
in respect of each fiscal year ending after 1971 anrl 
commencing before that time, equal to the corpora-
tion's loss, if any, for that fiscal year from the farming 
business, to the extent that such loss, 
(i) was not , bv virtue of section 33, deductible 
in computi~g the corporation's inconH' for that 
year, 
(ii) was not deductible in computing the corpora-
tion's taxable income for the fiscal year in which 
the corporation disposed of the prop<'rty or 
any previous fiscal year, 
(iii) dicl not cxcl'ecl the aggregate of, 
(A) taxes, other than income or protib 
taxes or taxes imposed by rdcr('JH'r· to 
the transfer of the propf'rty, paid bv 
thC' corporation in that fi"cal year or 
payabil' by the corporation iu rc~pcct 






Chap. 143 CORPORATfONS TAX 1972 
Canadian municipalily in respect of the 
property, and 
(B) interest, paid by the corporation in that 
fiscal year or payable by lhe corporation 
in respect of that fiscal year, pursuant 
to a legal obligation to pay interest on 
borrowed money used to acquire the 
property or on any amount as considera~ 
tion payable for the property, 
to the extent that such taxes and interest 
were included in computing the loss, and 
(iv) did not exceed lhe remainder obtained when, 
(A) theaggregateof each of thecorporation 's 
losses from the farming business for 
fiscal years preceding that fiscal year, 
lo lhe extent that they are required by 
this clause to be added in computing 
the corporation's adjusted cost base of 
lhe property, 
is deducted from 
(B) the amount, if any, by which the 
corporalion's proceeds of disposition 
of the property exceed the adjusted 
cosl base to the corporation of the 
property immediately before that time, 
determined withont reference to this 
clause; 
(i) where the property is a foreign resource property, 
such parl of the foreign exploration and development 
expenses incurred by the corporation after 1971 with 
respect to such property that is not allowed as a 
deduction from income for the purposes of this Act. 
(2) In computing the adjusted cost bast' to a corporation of 
property at any time there shall be deducted such of the 
following amounts in respect of the property as are ;i pplic;i ble, 
(a) \Vhere the property is a share of the capital stock of 
another corporal ion residenl in Canada, 
(i) any amount received by the corporation after 
1971 and before that tim~' as, on account or in 
lieu of payment of, or in satisfaction of. a 
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di vidPnd on the share, other than a taxablP 
divid!'nd or capital dividend, 
(ii) an amount in respect of any taxablP dividend 
on the share received hy the corporation after 
1175 
1971 and hdorc that time>, on any portion of 
which tax under Part VI I of the Income Tax 1970-11, 
c. 63 (C<tn.) 
A ct (Canada) was payable by the corporation 
equal to the amount by which that portion 
exceeds the tax under Part V lI of the Income 
Tax Act (Canada) payable theron, 
(iii) an amount in respect of any taxable dividend 
on the share received by the corporation after 
1971 and beforp that time whilP it was not 
reside~nt in Canada in n~spcct of which tax 
under Part Vl I I of the Income Tax A ct (Canada) 
was payable by the payor corporation, equal 
to the amo1mt, if any. by which, 
(i\) that proportion of the dividend that 
such part of all dh·idends that were 
paid by the payor corporation at the 
time the dividend was paid as was paid 
out of designated surplus, within the 
meaning of Part VII of the Income Tax 
Act (Canada), is of all dividPnds that 
were paid hy the payor corporation at 
the time~ the divicknd was paid, 
exceeds 
(B) such part of any tax under Part XIII 
of the Income Tax .'let (Canada) that 
was payable hy tlH' corporation on the 
dividend as may reasonably hP considPr-
ed to have been payable on the propor-
tion of the dividend described in sub-
subclause A, and 
(iv) any amount received hy the corporation after 
1971 and bdorc that time on a reduction of 
the paid-up capital of that other corporation in 
n•spn:t of the share cxcqJt to the extent that 
that amount is dPemvcl by subsection 4 of 
section 78 to he a dividend received hy the 
corpora ti on ; 
(b) where the property is an interest in a partnership, 
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(i) an amount in respect of each fiscal year of the 
partnership ending after 1971 and before that 
time, equal to the aggregate of amounts each 
of which is the corporation's share of any loss 
of the partnership from any source for that 
fiscal year, computed as if this Act \Vere read 
without reference to, 
(A) the references in section 18 and clause 
b of section 40 to "one-half'', and 
(B) section 33, subsection 2 of section 42 
and section 57, 
(ii) an amount in respect of each fiscal year of the 
partnership ending after 1971 and before that 
time, equal to the corporation's share of the 
aggregate of, 
(A) amounts that, but for clause d of sub-
section 1 of section 85 would be deduct-
ible in computing the income of the 
partnership for the fiscal year by \'irtue 
of subsection 1 of section 62 or the 
provisions of the Corporations Tax 
A ppl!cat1on Rules , 1972 relating to 
Canadian exploration and development 
expenses, and 
(B) the Canadian exploration and de,·elop-
ment expenses, within the m{'aning 
assigned by subsection 12 of section 63 , 
if any, incurred by the partnership in 
the fiscal year, 
(iii) any amount deemed by subsection 3 of section 
98 to have been a gift made by the corporation 
by virtue of its membership in the partnership 
at the end of any fiscal year of the partnership 
ending before that time, 
(iv) any amount received by the corporation after 
1971 and before that time as, on account or in 
lieu of payment of, or in satisfaction of, a 
distribution of the corporation's slrnre of the 
partnership profits or partnership capital; 
(c) where the property is such that the corporation ha:.-;. 
after 1971 and before that time, cli:;posed of a part of 
it while retaining anotlwr part of it, the amount 
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rlctcrmined under section 45 to be the adjw:.ted cost 
base to the corporation of the part so disposed of; 
(d) where the property is a share, or an interest therein 
or right thereto, of the capital stock of another 
corporation, the amount paid by the corporation 
therefor, to the extent that the amount was paid 
pursuant to an agreement described in subclause v of 
clause b of subsection 12 of section 63; 
(e) where the property was received by the corporation 
as consideration for any payment, 
(i) made hy the corporation as a shareholder 
corporation, within the meaning given to that 
expression by subsection 12 of section 63, to a 
joint exploration corporation of the share-
holder, and 
(ii) described in snbclause i of clause a of subsection 
12 of section 63, 
such portion of the payment as may reasonably he 
considered to be related to an agreed portion within 
the meaning given to that expression hy clause a of 
snhsection 12 of section 63, of the joint exploration 
corporation\; Canadian exploration and development 
expenses; 
(f) where section 71 is applicable in respect of the cor-
poration, the amount, if any, by which the adjusted 
cost base to the corporation of the property is re-
quired in prescribed manner to be reduced hefore 
that time; 
(g) where the property is, 
(i) a capital interest in a trust that was purchased 
by the corporation, or 
(ii) a unit of a unit trust, 
any amount paid to the corporation by the trust 
after 1971 and before that time as, on account or in 
lieu of payment of, or in satisfaction of a distribution 
or pay1rn~·nt of capital, otherwise than as proceeds of 
disposition of the interest or nnit, as the case may 
be, or of a part thereof; 
(h) where the property is a capital interest in a trust, 
other than a 11nit trust, not resident in Canada that 
was purchased after 1971 by the corporation from a 
1177 
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non-resi<len t person at a time when the fair market 
value of such of the properties of the lrust as were 
taxable Canadian properties \Vas not less than 50 
per cent of the aggregate of the fair market value of 
all properties of the trust and the amounl of anv 
money of the trust on hand, that proportion of th"e 
amount, if any, by which, 
(i) the fair market value at that time of such of 
the properties of the trust as were taxable 
Canadian properties, 
exceeds 
(ii) the aggregate of the adjusted cost bases to the 
trust at that time of such of the properties of 
the trust as were taxable Canadian properties, 
that the fair market value at that time of the interesl 
is of the fair market value at thal time of all capital 
interests in the trust; 
(i) where the property is a unit of a unit trust not 
resident in Canada that was purchased afler 1971 by 
the corporation from a non-resident person at a time 
when the fair market value of such of the properties 
of the trust as were taxable Canadian properties was 
not less than SO per cent of the aggregate of the 
fair market value of all properties of the lrnst and 
the amount of any money of the trust on hand, that 
proportion of the amount, if any, by which, 
(i) the fair market value at that time of such of 
the properties of the trust as were taxable~ 
Canadian properties, 
exceeds 
(ii) the aggregate of the adjusled cost bases to the 
trust at that time of such of the properties of 
the trust as were taxable Canadian properties, 
that the fair market value at that tinw of the unit is 
of the fair market value at that time of all of the 
issued units of the trust; 
(j) any grant, subsidy or other assistance from a govern-
ment , municipality or other public a uthority receiwd 
by the corporation for or in respect of the acqui~ition 
by it after 197 1 of the property; 
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(k) where the property is a bond, debenture or similar 
security, other than an income bond or income de-
benture, anv amount that was deductible bv virtne of 
subsection i 2 of section 24 in computing th'e corpora-
tion's incomP for any fi;.;cal year commencing before 
that time in respect of interest thereon; and 
(l) such part of the cost to the corporation of the property 
as was dednctiblP, otherwise than by virtue of this 
Subdivision, in computing the corporation's income 
for any fiscal year commencing before that time. 
1179 
(3) For the purposes of clauses h and i of sub,;ertion 2, ~f(~~-c,:tion 
where any property of a trust would, at a particular tirne~~gs'.~r 
have been a taxable Canadian property of the trust if it had been 
disposed of by the trust at that time, the property shall be 
deemed to have been a taxable Canadian property of the trust 
at that time. New. 
50. In this Subdivision, 
(a) "adjusted cost base" to a corporation of any property 
at any time means, except as otherwise provided, 
(i) wlH'H' the prorwrt y is depn·ciable property of 
the corporation, the capital co,;t to it of the 
property as of that time, and 
(ii) in any other ca,;e, the cost to the corporation 
of the property adjnstPd, a,; of that time, in 
accordance with section 55, 
except that 
(iii) for greater certainty, whne any prop('rly of 
the corporation is property that was reacquired 
by the corporation a ft er having been previous] y 
dispo,;pd of by it, no adjustment to the cost 
to the corporation of the property that was 
reqnired to be mack 1111ckr section SS before its 
rcacc1uisition by tbe corporation shall be mad(' 
under that section to the cost to the corpora-
tion of tltP property as fC'acquired propertv of 
the corporation, arnl 
(iv) in no case shall the :1djmtPd co,;t base of any 
property at the time of its disposition by thl• 
corporation be less than nil ; 
(b) "capital property" of a corporation means, 
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(ii) any property, other than depreciable property, 
any gain or loss from the disposition of which 
would, if the property were disposed of, be a 
capital gain or a capital loss, as the case may 
be, of the corporation; 
(c) "disposition" of any property except as expressly 
otherwise provided, includes, 
(i) any transaction or event entitling a corporation 
to proceeds of disposition of property, 
(ii) any transaction or event by which, 
(A) any property of a corporation that is a 
share, bond, debenture, note, certifi-
cate, mortgage, hypothec, agreement of 
sale or similar property, or an interest 
therein, is redeemed in whole or in part 
or is cancelled, 
(B) any debt owing to a corporation or any 
other right of a corporation to receive 
an amount is settled or cancelled, 
(C) any share owned by a corporation is 
converted by virtue of an amalgamation, 
or 
(D) any option held by a corporation to ac-
quire or dispose of property expires, and 
(iii) any transfer of property to a trust, or any 
transfer of property of a trnst to any 
beneficiary under the trust, except as provided 
in clause v, 
hut, for greater certainty, docs not include, 
(iv) any transfer of property for the purpose only 
of securing a debt or a loan, or any transfer by 
a creditor for the purpose only of returning 
property that had been used as security for a 
debt or a loan, 
(v) any transfer of property by virtue of which 
there is a change in the legal ownership of the 
property without any change in the beneficial 
ownership thereof, 
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(vi) any issue by a corporation of a bond, debenture, 
note, certificate, mortgage or hypothec of the 
corporation, or 
(vii) any issue by a corporation of a share of its 
capital stock, or any other transaction that, 
but for this ~nbcl;rnsc, would be a di~position 
by a corporation of a share of its capital stock: 
(d) "eligible capital property" of a corporation means 
any property, one-half of any amount payable to the 
corporation as consideration for the disposition of 
which would, if it disposed of the property, be an 
eligible capital amount in respect of a business within 
the meaning given that expression in subsection 1 of 
section 18; 
{e) "foreign exploration and development expenses" in-
curred by a corporation means, 
(i) any drilling or exploration expense, including 
any general geological or geophysical expense, 
incurred by it on or in respect of exploring or 
drilling Ior petroleum or natural ga,; outside 
Canada, 
(ii) any prospecting, exploration or development 
expense incurred hy it in searching Ior 
minerals outside Canada, 
(iii) its share of the foreign exploration and develop-
ment expenses incurred by any association, 
partnership or syndicate in a fiscal year there-
of, if at the end of that fiscal year it was a 
member or partner thereof; 
(f) "foreign resource property" of a corporation means 
any property that would be a Canadian resource pro-
perty of the corporation if clause c of subsection 12 
of section 63 were read as if the rcferern:cs therein to 
"in Canada" were read as references to "outside 
Canada", and were read without reference to the 
words "after 1971" ; 
(g) "listed personal property" of a corporation means it~ 
personal-use property that is all or any portion of, 
or any interest in or right lo, any, 
(i) print, etching, drawing, painting, sculpture, or 
other similar work of art, 
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(ii) jewellery, 
(iii) rare folio, rare manuscript, or rare book, 
(iv) stamp, or 
(v) coin; 
(h) "personal-use property" of a corporation includes , 
(i) property owned by it that is used primarily 
for the personal use or enjoyment of one or 
more persons each of whom is , 
(A) a person related to the corporation, or 
(B) where the corporation is a beneficiary 
under a trust or any person related to 
tlie beneficiary, 
(ii) any debt owing to the corporation in respect 
of the disposition of property that was its 
personal-use property, and 
(iii) any property of the corporation that is an 
option to acquire property that would, if 1t 
acquired it, be personal-use property of the 
corporation, 
and "personal-use property" of a partnership includes 
any partnership property that is used primarily for the 
personal use or enjoyment of any member of the 
partnership or for the personal use or enjoyment of 
one or more persons each of whom is a member of the 
partnership or a person related to such a member; 
(i) "proceeds of disposition" of property includes, 
(i) the sale price of property that has been sold, 
(ii) compensation for property unlawfully taken, 
(iii) compensation for property destroyed, and any 
amount payable under a policy of insurance 
in respect of loss or destruction of property, 
(iv) compensation for property taken under statu-
tory authority or the sale price of property 
sold to a person by whom notice of an 
intention to take it under statutory authority 
was given, 
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(v) compensation for property injuriously affected, 
whether lawfully or unlawfully or under statu-
tory authority or otherwise, 
(vi) compensation for property damaged and any 
amount payable under a policy of insurance 
in respect of damage to property, except to 
the extent that such compensation or amount, 
as the case may be, has within a reasonable 
time after the damage been expended on 
repairing the damage, 
(vii) an amount by which the liability of a corpora-
tion to a mortgagee is reduced as a result of the 
sale of mortgaged property under a provision 
of the mortgage, plus any amount received by 
the corporation out of the proceeds of such sale, 
and 
(viii) any amount included in computing a corpora-
tion's proceeds of disposition of the property 
by virtue of clause c of section 70, 
but, notwithstanding any other provision of this 
Part, does not include any amount that would 
otherwise be proceeds of disposition of a share to the 
extent that such amount is deemed by subsection 
2 or 3 of section 78 to be a dividend; and 
(j) "snp(:rficial loss" of a person means his loss from the 
disposition of a property in any cas(' ·where, 
(i) the same or identical property, in Lhis clause 
referred to as "substituted property", was 
acquired, dnring the period beginning 30 clays 
before the disposition and ending 30 days after 
the disposition , by the person or a corpora-
tion controlled, whether directly or indirectlv 
in any manner whatever, by hi.m, and · 
(ii} at the end of th1' pPriod rderred to in sub-
clause i the pPrson or the corporationcontrolled, 
wlwthcr directly or indirectly in any manner 
wl1att>ver, as the casl' may be, O\\ned the 
substituted property, 
except that a loss otherwise dPscribcc\ in this clanse 
shall be deemed not to be a superficial loss if the 
disposition giving rise to the loss, 
(iii) was a disposition deenwd by S('Ction SO to 
have been made, 
(iv) was the expiry of an oplinn, or 
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(v) was a rl.isposition of property by the person 
to which subsection -l of ;;ection 79 applies. 



















of one or more sales, exchanges, declarations of trust, or other 
transactions of any kind whatever is that a corporation 
has disposed of property under circumstances such that it may 
reasonably be considered to have artificially or unduly, 
(a) reduced the amount of its gain from the disposition; 
(b) created a loss lrom the disposition; or 
(c) increased the amount of its loss from the disposition, 
the corporation's gain or loss, as the case may be, from the 
disposition of the property shall be computed as if such 
reduction, creation or increase, as the case may be, had not 
occurred. New. 
Senmv1sro:r-; C-oTHEH SOURCES OF INCOME 
58.-(1) Without restricting the generality of section 12, 
there shall be included in computing the income of a corpora-
tion for a fiscal year, 
(a) any amount received in the fiscal year as, on account 
or in lieu of payment of, or in satisfaction of a 
superannuation or pension benefit; 
(b) any amount received by the corporation m the 
fiscal year as an annuity payment except to the 
extent that the payment is otherwise required to be 
included in computing the corporation's income for 
the fiscal year; 
(c) amounts received by the corporation in the fiscal 
year under a deferred profit sharing plan as prodded 
by section 120; 
(d) amounts that the corporation became entitled to 
receive in the fiscal year upon the disposition of an 
interest in a life insurance policy, to the extent 
provided by section 12 l ; 
(e) amounts allocated to the corporation in thl' fiscal 
year by an insurer as prO\·ided by :-;n:tion 121: 
(j) amounts received by.· the corporation in the fiscal 
year as legal costs awarded to it by a court on an appeal 
in relation to an assessment of ta.\: , interest or 
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penalties under this Act or the Income Tax A ct 
(Canada). if with respect to that assessment an 
amount has been deducted or may be deductible 
under clause b of subsection 1 of section 60 in 
computing its income; 
1185 
(g) the amount, if any, bv which anv grant received bv Reseta.rch .; .; .., g-ran s 
the corporation in the fiscal year to enable it to carry -
on research or any similar work exceeds the aggregate 
of expenses incurred by it in the fiscal year for the 
purpose of carrying on the work, other than, 
(i) expenses in respect of which the corporation 
has been reimbursed, or 
(ii) expenses that are otherwise deductible in 
computing the corporation's income for the 
fiscal year. R.S.O. 1970, c. 91, s. 17, amended. 
(2) A payment or transfer of property made pursuant ~~~i~eec;ts 
to the direction of, or with the concurrence of, a corpora-
tion to some other person for the benefit of the corporation 
or as a benefit that the corporation desired to have conferred 
on the other person shall be included in computing the 
corporation's income to the extent that it would be if the 
payment or transfer had been made to the corporation. 
R.S.O. 1970, c. 91, s. 27 (1). 
(3) For the purpose of this Part , a payment or transfer~,;it~_rri-
in a fiscal year of property made to the corporation or someg~~rtt~ntsor 
other person for the benefit of the corporation and other 
persons jointly or a profit made by the corporation and 
other persons jointly in a fiscal year shall be deemed to 
have been received by the corporation in the fiscal year to 
the extent of the corporation's interest therein notwith-
standing that there was no distribution or division thereof 
in that fiscal year. R.S.O. 1970, c. 91, s. 27 (2). 
(4) \Vhere a person has at any time before the end of Transfer 
' of rights 
a fiscal vcar, \\·hether before or after Lite end of 1911, tran~- to Income 
ferreci or assignee\ to another person with whom he was not 
dealing at arm's length the right to an amount that would, 
if the right thereto l1ad not be('n "o tran:-krr!'d or assigned, 
be included in compnting the pcr..;on's inrnrnc for the fiscal 
year because the amount would han~ been rcrcivcd or re('(·i,·able 
by him in or in respect of the fiscal year, the amount ,.;hall 
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year unless the income is from property and the person has 
also transferred or assigned the property. R.S.O. 1970, c. 91, 
s. 33, amended. 
59.-(1) Where in a fiscal year a corporation disposes of, 
(a) a Canadian resource property; or 
(b) any right, licence or privilege described in sub-
section 12 of section 58 of The Corporations Tax Act, 
as it read in its application to fiscal years prior tol 972, 
that was acquired by the corporation, 
(i) in the case of, 
(A) a corporation that is a principal-
business corporation within the meaning 
given to that expression by subsection 
12 of section 63 or that was, at the time 
it acquired the property, such a princi-
pal-business corporation, or 
(B) an association, partnership or synch-
cate described in subsection 4 of section 
83A of the Income Tax A ct (Canada) 
as it read in its application to the 1971 
fiscal year, 
before 1972, and 
(ii) in any other case, after April 10, 1962 and 
before 1972, 
under an agreement or other contract or arrangement 
described therein, 
the amount receivable by the corporation as consideration 
for the disposition thereof shall be included in computing the 
corporation's income for the fiscal year, notwithstanding that 
the amount of any part thereof may not be received until 
a subsequent fiscal year. R.S.O. 1970, c. 91, s_ 58 (15). 
(2) There shall be included in computing a corporation 's 
income for a fiscal year any amount in respect of , 
(a) a Canadian resource property; or 
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(b) any propcrt)1 referred to in clause b of subsection 1 or 
clause a of subsection 3, 
that has been deducted under section 61 in computing the 
corporation's income for the immediately preceding fiscal year. 
1187 
(3) \Vhere a corporation has made a disposition after 1971 ~g~~~~~g:i 
of propertv owned bv it on December 31, 1971, that, propertdy 
J - acquire 
(a) is property described in any of subclauses i to vi of 
clause c of subsection 12 of section 63 and is not 
property described in clause b of subsection 1, 
the following rules apply, 
(b) the relevant percentage of the amount receivable hy 
the corporation as consideration for the disposition 
thereof shall be included in computing the corpora-
tion's income for its fiscal year in which the disposi-
tion was made, notwithstanding that the amount 
or any part thereof may not be received until a sub-
sequent fiscal year; and 
(c) where the corporation and the person \vho acquired 
the property were not dealing with each other at 
arm's length, for the purposes of this section, sections 
61 and 63, 
(i) the cost to that person of the property shall be 
deemed to be the amount included in the cor-
poration's income by virtue of clause b in 
respect of the disposition by the corp,oration 
of the property, and 
(ii) when that person subsequently disposes of the 
property or any right or interest therein, the 
amount receivable by that person as con-
sideration for the disposition shall be deemed 
to he the relevant percentage of the amount 
actually receivable by that person as considera-
tion therefor. 
before 1972 
(4) For the purposes of clauses b and c of subsection 3, g~~e~rina· 
the "relevant percentage" of anv amount receivable as con- "relevatnt " 
. . - percen a~e 
s1derat10n for the disposition of property is 60 per cent plus 
the percentage, not exceeding 40 per cent, obtained when 5 
per cent is multiplied by the number of full calendar years in 
the period commencing at the encl of 1972 and ending with tlw 
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(S) In this section, "Canadian resource property" has the 
meaning given to that expression by section 63. Sew. 
Su1mrvrsroK D-DEDlicno~s IN coMPUTIKG INCOME 
60.- ( I) There may be deducted in computing a corpora-
tion's income for a fiscal year such of the following amounts 
as arc applicable, 
(a) the capital clement of eac.h annuity payment, other 
than a superannuation or pension benefit, a payment 
under a registered retirement savings plan, or a pay-
ment of an annuity paid or purchased pursuant to a 
deferred profit sharing plan, included in computing 
the corporation's income for the fiscal year, that is 
to say, 
(i) if the annuity was paid under a contract, an 
amount equal to that part of the payment 
determined in prescribed manner to have been 
a return of capital, and 
(ii) if the annuity was paid under a \viii or trust , 
such parl of the payment as can be established 
by the recipient not to have been paid out of 
the income of the estate or trust; R.S.O. 1970, 
c. 91, s. 23 (1) (q). 
(b) amounts paid by the corporation in the fiscal year 
in respect of fees or expenses incurred in preparing, 
instituting or prosecuting an objection to, or an 
appeal in relation to, an assessment of tax, interest or 
penalties under this Act or the Income Tax A ct 
(Canada); R.S.O. 1970. c. 91, s. 23 (l) (w). 
(c) all corporation taxes payable in the fiscal year by the 
corporation. R.S.O. 1970, c. 91, s. 23 (12) . 
(2) In clause c of subsection 1 and in this subsection, 
(a) "corporation tax" means a tax imposed by the 
Legislature of a province or by a municipality in the 
province that is declared by the regulations to be a 
tax on corporations, but does not include, 
(i) a corporation income tax , or 
(ii) any other tax declared by the regulations not 
to be a corporation tax; 
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(b) "corporation income tax" means a tax imposed by 
the Parliament of Canada or by the Legislature of a 
province or by a municipality in the province that is 
declared by the regulations to be a tax of general 
application on the profits of corporations. R.S.O. 
1970, c. 91, s. 23 (13). 
1189 
61.-(1) In computing a corporation's income for a fiscal Reserveln 
· l · I · f ) I , , , , respect of year, 1n t 11s su isccl10n re crrec to as lie current year , consideration 




(a) by virtue of subsection 1 or 3 of section 59, an amount until 
h b . l d d . . h . , subsequent as een me u e m computmg t e corporation s year 
income for the current year or a previous fiscal year; or 
(b) by virtue of subsection 15 or 16 of section 58 of 
The Corporation:> Tax Act, a,; it read in its application R.s.o. 1970, 
' c. 91 
to fi,;cal years pnor to I<J72, an amount has been 
included in computing the corporation's income for 
that previous fiscal year, 
in respect of the disposition of any property and that amount 
or a part thereof is not receivable until a dav that is after 
the end of the current year, there may be deducted as a rc,;erve 
in respect of that amount the part thereof that is not receivable 
until a day that is after the end of the current year, not 
exceeding, where the property was disposed of in a fiscal 
year preceding the current year, any amount deducted under 
this subsection in respect of the clisposition of the property 
in computing the corporation's income for the fiscal year 
immediately preceding the current year, anc! for greater cer-
tainty, rio deduction may be made in respect of that amount 
by virtue of clause p of subsection 1 of section 24. r~ .S.O. 
1970, c. 91, s. 61 (1 ). 
(2) Subsection 1 docs not apply to allow a deduction in Apptbicat
1
ion 
. h , f . f . Of SU S. comput111g t e mcome o a corporat10n or a fiscal year 
if the corporation, at any time in the fiscal year or in the 
immediately following fiscal year, 
(a) ceases to be a resident of Ca11ada; 
(b) become,; exempt from tax under any provi~ion of thi~ 
Part; or 
(c) if a non-resid!·nt ceases to have a perman!'nt 
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62.- (1) Th(~n~ may he deducted in computing a corpora-
tion's income for a fiscal year such amount as an allowance in 
n·spcct of an oil or gas well, mineral resource or timber limit, 
if any, as is allowed to the corporation by regulation. R.S.O. 
1970, c. 91, s. 23 (2) (b). 
(2) For greater certainty it is lwn'.hy d(~clared that, in the 
case of a regulation made under subsection I allowing to a 
corporation an amount in respect of an oil or gas wdl or a 
mineral resource, 
(a) there may be allowed to the corporation by such 
regulation an amount in respect of any or all oil or gas 
wells or mineral resources in which the corporation 
has any inkrest; and 
(b) notwithstanding any other prov1s1on contained in 
this Act, the Lieutenant Governor in Council may 
pn~scribe the formula by \vhich the amount that may 
be allowed to the corporation by such regulation shall 
be determined. R.S.O. 1970, c. 91, s. 23 (4). 
(3) \Vhere a d .. duction is allowed under subsection 1 in 
respect of a coal llline operated by a lessee, the lessor and lessee 
may agree as to what portion of the allowance each may deduct 
and, in tfw event that they cannot agree, the }linister may 
fix.the portions. R.S.O. 1970, c. 91, s. 23 (S). 
()3.-(1) A principal-business corporation may deduct, Ill 
computing its income for a fiscal year, the lesser of, 
(a) the aggregate of such of its Canadian exploration 
and development expenses as were incurred by it 
before the end of the fiscal vear, ( o the extent that 
tlwy were not deductible in -computing income for a 
previous fiscal year; and 
(b) of that aggregate, an amount l'qual to its income for 
the fiscal year if no deduction were allowed undn thi~ 
section or section G2, minus the deductions alluwc<l 
for the fiscal year by subsections 2, .5 and (1 and by 
section 100. R.S.O. 1970, c. 91, s . .58 (S). 
(2) A corporation, other than a principal-busirn'SS corpora-
tion the principal business of which is described in subchui::;es 
i or ii of clause J of subscct ion 12, whose principal business is 
production or marketing of sodium chloride or potash or 
whose business includes manufacturing products the mann-
fact uring of which involves processing sodium chloride or 
potash, may deduct, in computing its income for a fiscal \'ear. 
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the dri lling and exploration expenses incurred by it in the 
vear on or in respect of exploring or drilling for halite or 
~ylvi te. R.S.O. l'J70, c. <Jl, s. 58 (4). 
1191 
(3) A corporation othe1 than a prin<·ipal-business corpora- ~Cl;;;::~· 
tion may deduct , in computing its income for a fiscal year, corporations 
the lesser of, 
(a) the aggregate of such of its Canadian exploration and 
development expenses as were incurred by it before 
the end of the fiscal year to the extent they were not 
deductible in computing its income for a previons 
fiscal year; and 
(b) of that aggregate, the amount, if any, by which the 
greater of, 
(i) such amount as the corporation may claim, 
not exceeding 20 per cent of the aggregate 
determined under clause a, and 
(ii) the aggregate of, 
(A) its income for the liscal year from 
operating an oil or gas well in Canada or 
from operating a mine in Canada, if the 
corporation had an interest in the oil 
or gas well, or mine, as the case may be, 
at any time in the fiscal year, 
{B) its income for the fiscal year from 
royalties in respect of an oil or gas well 
in Canada or a mine in Canada, and 
(C) the aggregate of amounts each of which 
is an amount, in respect of a Canadian 
resource property or a property refcrrl'd 
to in clause b of subsection 1 of section 59 
or clause a of subsection 3 of sertion 
SIJ that has been disposed of by it , eqnal 
to th r amount, if any, hv which, 
L the amount included in comput-
ing its income for the fl sea I \'Par 
by virl1w of scction 50 in rc,;pl'ct 
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2. the amount deducted under sec-
tion 61 in respect of the property 
in computing its income for the 
fiscal year, 
if no deductions were allowed under section 62, 
exceeds 
(iii) the amount of anv deduction allowed bv the 
Corporations Tax ',,1pp!icalion Rules, 19T2 in 
respect of this subclause in computing its 
income for the fiscal year. J{.S.0. 1970, 
C. 91, s. 58 (IO). 
(4) Sections 59 and 61 and subsection 3 do not apply in 
computing the income for a fiscal year under this Part of a 
corporation, other than a principal-business corporation, 
whose business includes trading or dealing in rights, licences or 
privileges to explore for, drill for or take minerals, petroleum, 
natural gas or other related hydrocarbons. R.S.O. 1970, 
c. 91, s. 58 (19). 
~::i~~;r~:ft~n·s (S) Where a principal-business corporation, in this sub-
~:;;i~~.~~~on section referred to as the "successor corporation", has, at any 
and time after 1971, acquired from another principal-business 
developmenL 
expenses corporation, in this subsection referred to as the "predecessor 
corporation'', all or substantially all of the property of the 
predecessor corporation used by it in carrying on in Canada 
its principal business, there may be deducted by the successor 
corporation, in computing its income under this Part for a 
fiscal year, the lesser of, 
(a) the aggregate of the Canadian exploration and 
development expenses incurred by the predecessor 
corporation to the extent that such expenses, 
(i) were not deductible by the successor corpora-
tion in computing its income for a pre,·iou,-
fiscal year, and \HTC not deductible by the 
predecessor corporation in computing its 
income for the fiscal year in whicl1 the propcrt~· 
so acquired was acquired by thc successor 
corporat10n or its income for a pre,·ions fiscal 
year, and 
(ii) would have l)('cn deductible by the predecessor 
corporation in computing its income for the 
fiscal year in which the propl'rty ~o acquired 
was acquired by the successor corporation. if 
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the predecessor corporation',; income for that 
liscal year had been sufficient for the purposl'; 
and 
(b) of that aggregate, an amount equal to such part 
of its inconie for the fiscal year if no deduction were 
allowed under this ,;ection, st·ction (12 or the 
Corporations Tax A pplicatio11 Rules, 1972 in respt>ct 
of this clause, minus any deductions allowed for the 
fiscal year by subsection,; 2 and 6, section 100 and the 
provi,;ions of the Corporations Tax Applicahon Hules, 
1 Y7Z allO\ving a deduction for the purposes of this 
clause, as may reasonably be regarded as attributable 
to the production of petroleum or natural gas from 
wells, or tlH' production of minerals from mines, 
situated on property in Canada from which the 
predecessor corporation had, irn mediately before the 
acquisition by the successor corporation of the 
property so acquired, a right to take or remove 
petroleum or natural ga,; or a right to take or 
remove minerals, 
and, in respect of any such expenses included in the aggregate 
determined under cl a use a, no deduction may be madt' 1mder this 
section by the predecessor corporation in computing its 
income for a fiscal year subsequent to its fiscal year in 
which the property so acquired wa,; acquired by the ,;uccessor 
corporation. R.S.O. 1970. c. 91, s. 58 (23). 
1193 
(6} \\'here a principal-business corporation, 111 this sub- ~~gg~s~or 
section referred to as the "second successor corporation",g~'ta"Ji';.~on's 
has at any time after 1971 acquired from a corporation, inexploration 
} · b · f d I "fi and develop-t lls su scct10n re l'rre to as t 1c r,;t ,;uccessor corpora-ment 
tion", that was a successor corporation within the meaningexpenses 
of subsection 5, all or substantially all of the property 
of the first succes>.or corporation used by it in carrying on 
in Canada its principal businc,;,;, thne may be deducted by 
the second successor corporation, in computing its income 
under this Part for a fi»cal year, the lesser of, 
(a) the aggregate determined by adding the cxpcrbe:-. 
rcft'rred to in cla usl' a of s u hscction S for tlw purpose of 
determining the deduction allowable to the lirst 
successor corporation undt'r subsection 5 in comput-
ing its incorrw for a previous nscal y<:ar, to tltc extent 
that ,;uch expenses, 
(i) were not d('(l\l(:tih!c by tlw o.ccond s11<n'ssor 
corporation or any other l·orporation m 
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year, and were not deductible by the first 
successor corporation in computing its income 
for the fiscal year in which the property so 
acquired was acquired by the second successor 
corporation, and 
(ii) would, but for the prov1s10ns of clause b of 
subsection 5, have been deductible bv the 
first successor corporation in com puti~g its 
income for the focal year in \Vhir.h the property 
so acquired was acquired by the second 
successor corporation; and 
(b) of that aggregate, an amount equal to such part 
of its income for the fiscal year if no deduction 
were allowed under this section or section 62 or 
the Corporations Tax .-1pptication Rules, 1972 in 
respect of this clause, minus any deductions allowed 
for the fiscal year by subsection 2, section 100 and 
the provisions of the Corporations Tax Application 
Rules, 197 2 allowing a deduction for the purposes of 
this clause, as may reasonably be regarded as 
attributable to the production of petroleum or 
natural gas from \Velis, or the production of 
minerals from mines, situated on property in 
Canada from which the predecessor of the first 
successor corporation within the meaning of sub-
section S had, immediately before the acquisition 
by the first successor corporation of the property 
so acquired by the second successor corporation, 
a right to take or remove petroleum or natural gas 
or a right to take or remove minerals, 
and, in respect of any such expenses included in the aggregate 
determined under clause a, no deduction may he made under 
this section by the first successor corporation in computing its 
income for a fiscal year subsequent to its fiscal year in which 
the property so acquired was acqnired by the second 
successor corporation. KS.O. 1970. c. 91, s. 5g (27). 
(7) A joint exploration corporation may in a fiscal year 
elect in prescribed form to renounce in favour of another 
corporation that is a principal-business corporation an agreed 
portion of the aggregate of such of the joint exploration cor-
poration's Canadian exploration and development expenses 
as were incurred by it during a period, after 1971 and before 
the end of the fiscal year, throughout which the other cor-
poration was a shareholder corporation, to the extent that the 
aggregate of such expenses exceeds any amount deductible 
under subsection 1 in respect thereof by the joint exploration 
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corporation in computing its income for any fiscal year previous 
to the fiscal year in which the election was made, and upon the 
election the said agreed portion, 
(a) shall be deemed, for the purpose of subsection I, to 
be Canadian exploration and development expenses 
incurred by the other corporation in the fiscal year 
of the corporation in which the election was made; 
and 
(b) shall be subtracted from the aggregate described in 
clause a of subsection 1 in determining the amount 
deductible by the joint exploration corporation under 
subsection 1 in computing its income. R.S.O. 1970, 
c. 91, s. 58 (7, 8), amended. 
1195 
(8) Where control of a corporation has, after 1971 and ~~~~r.~l 
between a time when the corporation ceased to carry on i; 
active business and a time when it commenced to carry on 
active business again, been acquired by, 
(a) a person; or 
(b) a person and other persons with whom that person 
does not deal at arm's length, 
who did not control the corporation at the time when it so 
ceased to carry on active business, all of the Canadian ex-
ploration and development expenses incurred by the corporation 
before the time when it commenced to carry on active business 
again shall be deemed to have been deductible in computing its 
incomes for fiscal years ending before the time when such 
control was so acquired. New. 
(9) In computing a corporation's Canadian exploration Computation ot exploration 
and development expenses, and develop-
ment 
expenses 
(a) there shall be deducted any amount paid to it, 
(i) after 1971 under the Northern Afineral Ex-
ploration Assistance Regulations (Canada) 
made under an Appropriation Act (Canada) 
that provides for payments in respect of the 
Northern Mineral Grants Program, 
(ii) pursuant to any agreement entered into be-
tween the corporation and Her Majesty in 
right of Canada under the Northern Mineral 
Grants Program or the Development Program 
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Northern Development, to the extent that the 
amount has been expended by the corporation 
as or on account of Canadian exploration and 
development expenses incurred by it, or 
(iii) after 1971 under the Mineral Exploration As-
sistance Program (Ontario); and 
(b) there shall be included any amount, except an amount 
in respect of interest, paid by the corporation after 
1971 under the Regulations referred to in subclause i 
of clause a to Her :Vlajesty in right of Canada and 
under the Mineral Exploration Assistance Program 
(Ontario) to Her )lajesty in right of Ontario. R.S.O. 
1970, c. 91, s. 58 (28). 
( 10) \Vhere a corporation has incurred expenses the deduc-
tion of which from income is authorized under more than one 
provision of this section, the corporation is not entitled to make 
the deduction under more than one provision but is entitled 
to select the provision under which to make the deduction. 
R.S.O. 1970, c. 91, s. 58 (30). 
(11) For the purposes of section 12, any amount deductible 
u.ndcr the Corporations Tax Application Rules, 1972 in respect 
of this subsection shall be deemed to be deductible under this 
Subdivision. New. 
(12) Jn this section, 
(a) "agreed portion" in respect of a corporation that was 
a shareholder corporation of a joint exploration cor-
poration means such amount as may be agreed upon 
between the joint exploration corporation and the 
shareholder corporation not exceeding, 
(i) the payments referred to in subclause iii of 
clause g made by the shareholder corporation 
to the joint exploration corporation during the 
period it was a shareholder corporation of the 
joint corporation, 
minus, 
(ii) the aggregate of the amounts, if any, previously 
renounced by the joint exploration corpora-
tion under subsection 7 in favour of the share-
holder corporation ; R.S.O . 1970 , c . 91 , 
s. 58 (9) (c). 
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(b) "Canadian exploration and development expenses" 
incurred hy a corporation means, 
(i) any drilling or exploration expense, including 
any general geological or geophysical expense, 
incurred by the corporation after 1971 on or in 
respect of exploring or drilling for petroleum or 
natural gas in Canada, 
(ii) any prospecting, exploration or development 
expense incurred by it after 1971 in searching 
for minerals in Canada, 
(iii) the cost to the corporation of any Canadian 
resource propl~rty acquired by it, 
(iv) the corporation's share of the Canadian 
exploration and development expenses in-
curred after 1971 hy any association, partner-
ship or syndicate in a fiscal year thereof, if at 
the end of that fiscal year the corporation was 
a member or partner thereof, and 
(v) where the corporation is a principal-business 
corporation, the amount paid by it for any 
share or any interest thl~rein or right thereto, 
to the extent that the amount was paid pursuant 
to an agreement under which it undertook to 
incur, after 1971, the cost of, 
(A) drilling or exploration actlv1t1cs, in-
cluding any general geological or geo-
physical activities, in or in respect of 
exploring or drilling for petroleum or 
natural gas in Canada, 
(B) prospecting, exploration or develop-
ment activities in searching for minerals 
in Canada, or 
(C) acquiring a Canadian resource property, 
but, for greater certainty, docs not include, 
(vi) any consideration given by the corporation 
for any share or any interest therein or right 
thereto, except as provided by su bclausc v, or 
(vii) any cost described in subclause v, if the 
obligation of any other person to incur those 
1197 
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costs was, by virtue of subclause v, a Canadian 
exploration and development expense of that 
other person; New. 
(c) "Canadian resource property" of a corporation means 
any property acquired by it after 1971 that is, 
(i) any right, licence or privilege to explore for, 
drill for, or take petroleum, natural gas or other 
related hydrocarbons in Canada, 
(ii) any right, licence or privilege to prospect, 
explore, drill, or mine for, minerals in a mineral 
resource in Canada, 
(iii) any oil or gas well situated in Canada, 
(iv) any rental or royalty computed by reference to 
the amount or value of production from an oil 
or gas well, or a mineral resource, situated in 
Canada, 
(v) any real property situated in Canada the 
principal value of which depends upon its 
mineral resource content, but not including 
any depreciable property situated on the 
surface of the property or used or to be used 
in connection with the extraction or removal 
of minerals therefrom, or 
(vi) any right to or interest in any property 
described in any of subclauses i to v; New. 
(d) "drilling or exploration expense" incurred on or in 
respect of exploring or drilling for petroleum or 
natural gas includes, 
(i) any annual payment made for the preservation 
of a Canadian resource property or any 
property referred to in clause b of subsection 
1 of section 59, and 
(ii) any expense incurred on or in respect of, 
(A) drilling or converting a well for the 
disposal of waste liquids from a petrol-
eum or natural gas well, 
(13) drilling for water or gas for injection 
into a petroleum or natural gas fonna-
tion, or 
1972 COl{POHATlONS TAX Chap. 143 
(C) drilling or converting a well for the 
injection of water or gas to assist in 
the recovery of petroleum or natural 
gas from another well; RS.O. 1970, 
c. 91, s. 58 (26). 
(e) "joint exploration corporation" means a principal-
business corporation that has not at any time since 
its incorporation had more than ten shareholders, 
not including any individual holding a share for the 
sole purpose of qualifying as a director; 1Vew. 
(j) "principal-business corporation" means a corporation 
whose principal business is, 
(i) production, refining or marketing of petroleum, 
petroleum products or natural gas, or exploring 
or drilling for petroleum or natural gas, 
(ii) mining or exploring for minerals, 
(iii) processing mineral ores for the purpose of 
recovering metals therefrom, 
(iv) a combination of, 
(A) processing mineral ores for the purpose 
of recovering metals therefrom, and 
(B) processing metals recovered from the 
ores so processed, 
(v) fabricating metals, or 
(vi) operating a pipeline for the transmission of oil 
or natural gas; and R.S.O. 1970, c. 91,s.58 (5). 
(g) "shareholder corporation" of a joint exploration 
corporation means a corporation that for the period 
in respect of which the expression is being applied, 
(i) was a shareholder of the joint exploration 
corporation, 
(ii) was a principal-business corporation, and 
(iii) made payments to the joint exploration 
corporation in respect of Canadian exploration 
and development expenses incurred by the 
joint exploration corporation. R.S.O. 1970 , 
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SUBDIVISION E-RULES RELATING 
TO COMPUTATTON OF INCOME 
1972 
64. In computing income, no deduction shall be made in 
respect of an outlay or expense in respect of which any amount 
is otherwise deductible under this Act, except to the extent 
that the outlay or expense was reasonable in the circumstances. 
R.S.O. 1970, c. 91, s. 24 (2). 
Amounts 6n. Where an amount can reasonably he regarded as being 
rnpart . . . . .. 
considera.ti~n m part the cons1derat10n for the d1spos1t10n of any propertv of 
ford1spos1t10n . l b . . "d . f -. 




else, the part of the amount that can reasonably be regarded 
as being the consideration for such disposition shall be 
deemed to be proccecl<.; of disposition of that property 
irrespective of the form or legal effect of the contract or 
agreement, and the person to whom the property was disposed 
of shall be deemed to have acquired the property at the same 
part of that amount. R.S.O. 1970, c. 91, s. 32 (8) par. 7. 
66.-(1) Except as expressly otherwi~-;e provided in this 
Act, 
(a) where a corporation has acquired anything from 
a person with whom it was not dealing at am1's 
length at an amount in excess of the fair market \'alue 
thereof at the time it so acquired it, the corporation 
shall be deemed to have acquired it at that fair market 
value; 
(b) where a corporation has disposed of anything, 
(i) to a person with whom it \Vas not dealing 
at arm's length for no proceeds or for proceeds 
less than the fair market value thereof at the 
time it so disposed of it, or 
(ii) to any person by way of gift inter 1Jivos, 
it shall be deemed to have received proceeds of 
disposition therefor equal to that fair market 
value; and 
(c) \Vhere a corporation has acquired property by way 
of gift, bequest or inheritance, it shall be deemed to 
have acquired the property at its fair market \'alue 
at the time it so acquired it. R.S.O. 1970, c. 91 , 
s. 28 (1, 2), amended. 
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(2) Where a corporation carrying on business in Canada Idem 
has paid or agreed to pay, to a non-resident person with whom 
it was not dealing at arm's length as price, rental, royalty 
or other payment for or for the use or reproduction of any 
property, or as consideration for the carriage of goods or 
passengers or for other services, an amount greater than the 
amount, in this subsection referred to as "the reasonable 
amount", that would have been reasonable in the circumstances 
if the non-resident person and the corporation had been 
dealing at arm's length, the reasonable amount shall, for the 
purpose of computing the corporation's income from the 
business, be deemed to have been the amount that was paid or 
is payable therefor. R.S.O. 1970, c. 91, s. 28 (3). 
(3) Where a non-resident person had paid, or agreed to Idem 
pay, to a corporation carrying on business in Canada with 
whom he was not dealing at arm's length as price, rental, 
royalty or other payment for or for the use or reproduction 
of any property, or as consideration for the carriage of goods 
or passengers or for other services, an amount less than the 
amount, in this subsection referred to as "the reasonable 
amount", that would have been reasonable in the circumstances 
if the non-resident person and the corporation had been 
dealing at arm's length, the reasonable amount shall, for the 
purpose of computing the corporation's income from the 
business, be deemed to have been the amount that \Vas paid or 
is payable therefor. R.S.O. 1970, c. 91, s. 28 (4). 
(4) Where property of a corporation has been appropriated Idem 
in any manner whatever to, or for the benefit of, a shareholder, 
for no consideration or for a consideration below the fair 
market value, if the sale thereof at the fair market value 
would have increased the corporation's income for a fiscal year, 
for the purpose of determining the corporation's income for 
the fiscal year, it shall he deemed to have sold the property 
during the fiscal year and to have received therefor the fair 
market value thereof. R.S.O. 1970, c. 91, s. 28 (5). 
(5) Where property of a corporation has been appropriated Idem 
in any manner whatever to, or for the benefit of, a shareholder, 
on the winding-up of the corporation, if the sale thereof at 
the fair market value immediately prior to the winding-up would 
have increased the corporation's income for a fiscal year, for 
the purpose of determining the corporation's income for the 
fiscal year, it shall be deemed to have sold the property 
during the fiscal year and to have received therefor the 
fair market value thereof. R.S.O. 1970, c. 91, s. 28 (6). 
1201 
67 .-(J) Where a corporation has received a security or other f:~~[{i'? 
right or a certificate of indebtedness or other evidence of f~~~i~~ of 
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in satisfaction of, a debt that was then payable, the amount 
of which debt would be included in computing its income if it 
had been paid, the value of the security, right or indebtedness 
or the applicable portion thereof shall, notwithstanding 
the form or legal effect of the transaction, be included in 
computing its income for the fiscal year in which it was 
received. R.S.O. 1970, c. 91, s. 34 (1). 
(2) Where a security or other right or a certificate of 
indebtedness or other evidence of indebtedness has been 
received by a corporation wholly or partially as, in lieu 
of payment of, or in satisfaction of, a debt before the debt 
was payable, but was not itself payable or redeemable before 
the day on which the debt was payable, it shall, for the 
purpose of subsection 1, be deemed to have been received when 
the debt became payable by the person holding it at that time. 
R.S.O. 1970, c. 91, s. 34 (2). 
(3) This section is enacted for greater certainty and shall 
not be construed as limiting the generality of the other 
provisions of this Part by which amounts are required to be 
included in computing income. R.S.O. 1970, c. 91, s. 34 (3). 
68. Where a bond of a debtor is acquired by a corporation 
ii;i exchange for another bond of the same debtor and, 
(a) the terms on which the bond for which it was 
exchanged was issued conferred upon the holder 
thereof the right to make the exchange; and 
(b) the amount payable to the holder of the bond on its 
maturity is the same as the amount that would have 
been payable to the holder of the bond for which it 
was exchanged on the maturity of that bond, 
the cost of the bond so acquired and the sale price of the 
bond for which it was exchanged shall be deemed to be, 
(c) in the event that the bond that was exchanged was 
property described in an inventory of a business 
carried on by the corporation, the amount at which 
it had been valued at the end of the last complete 
fiscal year of the business preceding the exchange ; or 
(d) in any other event, the adjusted cost base to the 
corporation of the bond that was exchanged, 
immediately before the exchange. R.S.O. 1970, 
C. 91, S. 35. 
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69.- (1) \Vhere an amount in respect of a deductible outlay Unpaidt 
. . , amoun ·s 
or expense that was owmg by a corporat10n to a person with 
whom the corporation was not dealing at arm's length at the 
time the outlay or expense was incurred and at the end of 
the second fiscal year following the fiscal year in which 
the outlay or expense was incurred, is unpaid at the end of 
that second fiscal year, either, 
(a) the amount so unpaid shall be included in computing 
the corporation's income for the third fiscal year follow-
ing the fiscal year in which the outlay or expense was 
incurred; or 
(b) where the corporation and that person have filed 
an agreement in prescribed form on or before the 
day on or hefore which the corporation is required 
by section 145 to file its return for the third 
succeeding fiscal year, for the purposes of this Act the 
following rules apply: 
(i) the amount so unpaid shall be deemed to have 
been paid by the corporation and received by 
that person on the first day of the said third 
fiscal year, and section 153 of the Income Tax ~91~-n·an.J 
Act (Canada), except subsection 3 thereof, is 
applicable to the extent that it would apply if 
that amount were being paid to that person 
by the corporation, and 
(ii) that person shall be deemed to have made 
a loan to the corporation on the first day of 
the said third fiscal year in an amount equal 
to the amount so unpaid minus the amount, if 
any, deducted or withheld therefrom by the 
corporation on account of that person's tax 
for the said third fiscal year. R.S.O. 1970, 
c. 91, s. 29 (1). 
(2) Where an amount in respect of a deductible outlay Idem 
or expense that was owing by a corporation to a pen;on with 
whom the corporation was not dealing at arm's length is 
unpaid at the time when the corporation is wound up, and 
the corporation is wound up before the end of the second fiscal 
year following the fiscal year in which the outlay or expense 
was incurred, the amount so unpaid shall be included in 
computing the corporation's income for the fiscal year in 
which it is wound up. R.S.O. 1970, c. 91, s. 29 (2). 
(3) Where an amount in respect of a deductible outlay or ~e':!?~!~era­
expense that was owing by a corporation to a person as tion 
salary, wages or other remuneration in respect of an office 
1204 
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or employment is unpaid at the end of the first fiscal year 
following the fiscal year in which the outlay or expense was 
incurred, either, 
(a) the amount so unpaid shall be included in computing 
the corporation's income for the second fiscal year 
following the fiscal year in which the outlay or 
expense was incurred; or 
{b) where the corporation and that person have filed 
an agreement in prescribed form on or before the day 
on or before which the corporation is required by 
section 145 to file its return for the first fiscal year 
following the fiscal year in which the outlay or 
expense was incurred, for the purposes of this Act 
the following rules apply: 
(i) the amount so unpaid shall be deemed to have 
been paid by the corporation and received 
by that person on the first day of the said 
second fiscal year, and section 153 of the Income 
Tax Act (Canada), except subsection 3 thereof, 
is applicable to the extent that it would apply 
if that amount were being paid to that person 
by the corporation; and 
(ii) that person shall be deemed to haYe made 
a loan to the corporation on the first day of 
the said second fiscal year in an amount 
equal to the amount so unpaid minus the 
amount, if any, deducted or withheld there-
from by the corporation on account of that 
person's tax for the said second fiscal year. 
R.S.O. 1970, c. 91, s. 29 (3). 
(4) Where an amount in respect of a decluctible outlay 
or expense described in subsection 3 that was owing by a 
corporation is unpaid at the time when the corporation is 
wound up, and the corporation is wound up before the end of 
the first fiscal year following the fiscal year in which the 
outlay or expense was incurred, the amount so unpaid shall be 
included in computing the corporation's income for the fiscal 
year in which it is wound up. R.S.O. 1970, c. 91, s. 29 (4). 
(5) Subsection 1 does not apply in any case where sub-
section 3 applies and subsection 2 does not apply in any 
case where subsection 4 applies. R.S.O. 1970, c. 91, s. 2Q (5). 
(6) \Vhere, in respect of an amount described in subsection 
1 or 3 that was owing by a corporation to a person, an 
agreement in a form prescribed for the purposes of thi" 
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section is filed after the day on or before which the agreement 
is required to be filed for the purposes of clause b of sub-
section 1 or clause b of subsection 3, as the case ma v be, both 
cla11ses a and b of subsection 1 or 3, as the case may be, apply 
in respect of the said amount, except that clause a of sub-
section 1 or clause a of subsection 3, as the case may be, 
shall he read and construed as requiring 25 per cent only of 
the said amount to be included in computing the corporation's 
income. R.S.O. 1970, c. 91, s. 29 (6). 






. tlonal sales 
was a mortgagee or other creditor of another person repossessions 
who had previously acquired property; or 
( b) had previously sold property to another person under 
a conditional sales agreement, 
has acquired or reacquired the beneficial ownership of the 
property in consequence of the other person's failure to pay all 
or any part of an amount , in this section referred to as the 
"person's claim", owing by him to the person, the following 
rules apply, 
(c) there shall be included, in computing the other person's 
proceeds of disposition of the property, the principal 
amount of the person's claim plus all amounts each 
of which is the principal amount of any debt that 
had been owing by the other person, to the extent 
that it has been extinguished by virtue of the acquisi-
tion or reacquisition, as the case may be; 
(d) any amount paid bv the other person after the acquisi-
tion or reacquisition, as the case may be, as, on 
account of or in satisfaction of the person's claim 
shall be deemed to be a loss of that other person, for 
his fiscal year in which payment of that amount was 
made, from the disposition of the property; 
(e) in computing the income of the person for the fiscal 
year, 
(i) the amount, if anv, claimed bv l1irn under 
subclause iii of clause a of subsection 1 of 
section 42 in computing his gain for the im-
mediately precccling fiscal year from the clisposi-
tion of the property, and 
(ii) the amount, if anv, deducted nnder clause p 
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income of the person for the immediately 
preceding fiscal year in respect of the property, 
shall be deemed to be nil; 
(f) the person shall be deemed to have acquired or 
reacquired, as the case may be, the property at the 
amount, if any, by which the principal amount of 
the person's claim exceeds the amount described in 
subclause i or ii of clause e, as the case may be, 
in respect of the property; 
C~) the adjusted cost base to the person of the person's 
claim shall be deemed to be nil; and 
(h) in computing the person's income for the fiscal year 
or a subsequent fiscal year, no amount is deductible 
in respect of the person's claim by virtue of clause n 
or r of subsection 1 of section 24. i\! ew. 
7 l. Where at any time in a fiscal year a debt or other 
obligation of a corporation to pay an amount is settled or 
extinguished after 1971 without any payment by it or by 
the payment of an amount less than the principal amount of 
the debt or obligation, as the case may be, the amount by 
vvhich the lesser of the principal amount thereof and the 
amount for which the obligation was issued by the corporation 
exceeds the amount so paid, if any, shall be applied, 
(a) to reduce, in the following order, the corporation's, 
(i) non-capital losses, 
(ii) net capital losses, and 
(iii) restricted farm losses, 
for preceding fiscal years, to the extent of the 
amount of those losses that would otherwi~e be 
deductible in computing the corporation's taxable 
income for the fiscal year or a subsequent fiscal \·ear; 
a nd 
(b) to the extent that the excess exceeds the portion 
thereof required to he applied as provided in chu1~e a, 
to reduce in prescribed manner the capital cost to the 
corporation of any depreciable property and the 
adjusted cost base to it of any capital property; 
unless, 
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(c) the corporation is, at that time, a bankrupt within 
the meaning of section 108; 
(d) the debt or obligation was such that, if interest had 
been paid by the corporation in respect of it, no 
deduction would have been permitted by this Part 
in respect of that interest in computing the cor-
poration's income; 
(e) section 70 is applicable rn respect of the debt or 
obligation; or 
(/} the excess is otherwise required to be included in 
computing the corporation's income for the fiscal 
year. New. 
1207 
72. In computing income for the purposes of this Act, no fi.';.';i~~~~}00 
deduction may be made in respect of a disbursement or expense 
made or incurred in respect of a transaction or operation that, 
if allowed, would unduly or artificially reduce the income. 
R.S.O. 1970, c. 91, s. 24 (5). 
7 3.-(1) Where the result of one or more sales exchanges Indirect 
' 'payment 
declarations of trust, or other transactions of any kind what- or transfer 
soever is that a person confers a benefit on a corporation, that 
person shall be deemed to have made a payment to the 
corporation equal to the amount of the benefit conferred 
notwithstanding the form or legal effect of the transactions or 
that one or more: other persons were also parties thereto; and 
whether or not there was an intention to avoid or evade taxes 
under this Act, the payment shall be included in computing 
the income of the corporation. R.S.O. 1970, c. 91, s. 18 (1). 
(2) Where it is established that a sale, exchange or other Arm's Leng-th 
transaction was entered into by a corporation and other 
persons dealing at arm's length bona fide and not pursuant to, 
or as part of, any other transaction and not to effect payment 
in whole or in part of an existing or future obligation, no party 
thereto shall be regarded, for the purpose of this section and 
for the purpose of section 72, as having conferred a bc:ndi.t 
on a corporation that was party thereto. R.S.O. 1970, c. 91, 
s. 18 (2). 
7 4. In computing the income of a corporation for a fiscal Dtiv:id~nd s ripprng 
year there shall be included an amount that is included in 
computing the income of the corporation under Part XVI of 
the Income Tax Act (Canada) pursuant to section 247 of1970-71,c.63, 
(Can.) 
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Scnmvrs101" F - - A).fOUJ'\TS NOT INCLUDED 
IN COMPt;TI:-;G IKCO::\IE 
7 5.- (1) There shall not be included m computing the 
income of a corporation for a fiscal year, 
(a) an amount paid to a corporation on account of a 
grant under the Area Development Incentives Act 
(Canada), the Industrial Research and Development 
Incen#ves Act (Canada), the Regional Development 
Incentives Act (Canada) or the Employment Support 
Act (Canada); R.S.O. 1970, c. 91, s. 22 (d). 
(b) an amount received under a ·war Savings Certificate 
issued by His l\fajesty in right of Canada or under a 
similar savings certificate issued by His l\fajesty in 
right of K ewfoundland before April 1, 1949; R.S.O. 
1970, c. 91, s. 22 (a). 
(c) the income for the fiscal year of a non-resident cor-
poration earned in Canada from the operation by it 
of a ship or aircraft in international traffic. if the 
country where that corporation resided grants sub-
stantially similar relief for the fiscal year to a cor-
poration- resident in Canada; R.S.0-. 1970, c. 91, 
s. 22 (b). 
(d) an amount in respect of the receipt of a share that 
section 37 provides is not to be included; R.S.O. 
1970, c. 91, s. 22 (c). 
(e) interest received by a corporation resident in Canada, 
in this clause referred to as the "parent corporation", 
on a bond, debenture, bill, note, mortgage, hypothec 
or similar obligation received by it as consideration 
for the disposition by it, before June l 8, 1971 , of, 
if. 
(i) a business carried on by it in a country 
other than Canada, or 
(ii) all of the shares of a corporation that carried 
on a business in a country other than Canada, 
and such of the debts and other obligation,,; 
of that corporation as were, immediately 
before the disposition, owing to the parent 
corporation, 
(iii) the businc~s was of a public utility or p11blic 
service nature, 
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(iv) the business or the property described in sub-
dause ii, as the case may be, was disposed of 
to a person or persons resident in that country, 
and 
(v) the obligation received by the parent corpora-
tion was issued by or guaranteed by the 
government of that country or any agent 
thereof. New. 
1209 
(2) (a) Subject to the prescribed conditions, there shall not Exemption 
b . l d d . . h . f . for three e Inc u e m computing t e mcome o a corporation years 
income derived from the operation of a mine during 
the period of thirty-six months commencing with the 
day on which the mine came into production. R.S.O. 
1970, c. 91, s. 57 (4). 
(b) [n clause a, 
(i) "mine" does not include an oil well, gas well, 
brine well, sand pit, gravel pit, clay pit, shale 
pit or stone quarry, other than a deposit of oil 
shale or bituminous sand, but does include a 
well for the extraction of material from a 
sylvite deposit and all such wells, the material 
produced from which is sent to a single plant 
for processing, shall be deemed to be one mine, 
and 
(ii) "production" means production in reasonable 
commercial quantities. R.S.O. 1970, c. 91 
s. 57 (5). 
SUBDIVISIOK G-CORPORATIOJ\S RESIUEJ\T DI CA:\IADA 
AND THEJR SHAREHOLDERS 
Tnterpre-
tation 
76.-(1) Jn computing the income of a corporation for a Td_axadbled 
. . iv1 en s 
fiscal year, there shall be mcluded all amounts received by the received 
corporation in the fiscal year from corporations resident in 
Canada as, on account or in lieu of payment of, or in 
satisfaction of taxable dividends. R.S.O. 1970, c. 91, s. 17 (a). 
(2) Where, by virtue of subsection 4 of section 58, there is ~gi~':f~cts 
included in computing the corporation's income for a fiscal deemed 
• • . t'CCCIVed 
year a chvHlend received· by some other person, for the by corpo1·a-
purposes of this section and section 100, the dividend shall be tion 
deemed to have been received by the corporation. N cw 
Dividend 
77 .- (1) Where at any particular time after 1971 a dividend ~;:!.%ict 
becomes payable by a Canadian corporation to shareholders ~~1?~r~~1~1~ted 
of any class of shares of its capital stock, ~~~1Pr~r·tai 
1210 
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(a) such dividend shall be deemed to be payable out of 
the corporation's tax-paid undistributed surplus on 
hand or out of its 1971 capital surplus on hand to the 
extent and in the same manner that such dividend is 
deemed to be payable out of the corporation's tax-
paid undistributed surplus on hand or 1971 capital 
surplus on hand, as the case may be, for purposes of 
subsection 1 of section 83 of the Income Tax A ct 
(Canada); 
(b) no pa.rt of the dividend shall be included in com-
puting the income of any shareholder of the corpora-
tion; and 
(c) in computing the adjusted cost base to any share-
holder of the corporation of any share of the capital 
stock of the corporation owned by him, there shall be 
deducted in respect of the dividend an amount as 
provided by subclause i of clause a of subsection 2 
of section 55. 
(2) Where at any particular time after 1971 a dividend 
becomes payable by a private corporation to shareholders of 
any class of shares of its capital stock, 
(a) the dividend shall be deemed to be a capital 
dividend to the extent required by subsection 2 of 
section 83 of the Income Tax Act (Canada); and 
(b) no part of the dividend shall be included in computing 
the income of any shareholder of the corporation. 
New. 
78.-(1) Where a corporation resident in Canada has at any 
time after 1971 increased the paid-up capital in respect of the 
shares of any particular class of its capital stock, otherwise 
than by, 
(a) payment of a stock dividend; 
(b) a transaction by which, 
(i) the value· of its assets less its liabilities has 
been increased, or 
(ii) its liabilities less the value of its assets have 
been decreased, 
by an amount not less than the amount of the 
increase in the paid-up capital in respect of the 
sharc-s of the particular class : or 
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(c) a transaction by which the paid-up capital in respect 
of the shares of all other classes of its capital stock 
has been reduced by an amount not less than the 
amount of the increase in the paid-up capital in respect 
of the shares of the particular class, 
the corporation shall be deemed to have paid at that time a 
dividend on the issued shares of the particular class equal to 
the amount, if any, by which the amount of the increase in 
the paid-up capital exceeds the aggregate of, 
(d) the amount, if any, of the increase referred to in sub-
clause i of clause b or the decrease referred to in 
suhclause ii of clause b, as the case may he; and 
(e) the amount, if any, of the reduction referred to in 
clause c, 
and a dividend shall be deemed to have been received at that 
time by each person who held any of the issued shares of the 
particular class immediately after that time equal to that 
proportion of the dividend so deemed to have been paid hy 
the corporation that the number of the shares of the 
particular class held by him immediately after that time is 
of the number of the issued shares of that class outstanding 
immediately after that time. RS.O. 1970, c. 91, s. 55 (7). 
121 I 
(2) \Vhere funds or IlIOperty of a corrioration resident Dist~ib~tions ·· onw1ndmg-
in Canada have at any time after. 1971 been distributed orup.etc. 
otherwise appropriated in any manner whatever to or for the 
benefit of the shareholders of any class of shares in its 
capital stock, on the winding-up, discontinuance or reorganir-a-
tion of its business., the corporation shall he deemed to have 
paid at that time a dividend on shares of that class equal to 
the amount, if any, by which, 
(a) the amount or value of the funds or property dis-
tributed or appropriated, as the case may be, 
exceeds the lesser of, 
(b) the amount, if any, by \vhich the paid-up capital 
in respect of the shares of that class immediately 
before that time is reduced on the distribution 
or appropriation, as the case may be; and 
(c) the paid-up capital limit of the corporation 
immediately before that time, 
and a dividend shall be deemed to have been received at that 




1970-71, c. 63 
(Can.) 
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time equal to that proportion of the amount of the excess 
that the number of the shares of that class held by him 
immediately before that time is of the number of the issued 
shares of that class outstanding immediately before that 
time. R.S.O. 1970, c. 91, s. 55 (1). 
(3) Where at any time after 1971 a corporation resident 
in Canada has redeemed, acquired or cancelled in any manner 
whatever, otherwise than by way of a transaction described 
in subsection 2, any of the shares of any class of its capital 
stock, the corporation shall be deemed to have paid at that 
time a dividend on a class of shares comprising the shares 
so redeemed, acquired or cancelled, equal to, 
(a) in the case of any such shares in respect of the 
redemption or acquisition of which the corporation 
is required to pay tax under section 182 of the 
Income Tax Act (Canada). the amount, if any. by 
which the paid-up capital in respect of those shares 
immediately before that time exceeds the paid-up 
capital limit of the corporation immediately before 
that time; and 
(b) in the case of any other such shares, the amount, 
if any, by which the amount paid by the corporation 
on the redemption, acquisition or cancellation, as 
the case may be, of those shares exceeds the lesser of, 
(i) the paid-up capital in respect of those shares 
immediately before that time, and 
(ii) the amount, if any, by which the paid-up 
capital limit of the corporation immediately 
before that time exceeds the amount that was 
its paid-up capital in respect of the shares 
referred to in clause a so redeemed, acquired 
or cancelled at that time, 
and a dividend shall be deemed to have been received at that 
time by each person who held any of those shares at that 
time equal to the aggregate of, 
(c) that proportion of the excess referred to in clause a 
that the number of those shares held by him 
immediately before that time and described in that 
clause is of the total number of those ~hares 
described in that clause; and 
(d) that proportion of the excess referred to in clause b 
that the number of those shares held b\' him 
immediately before that time and not described in 
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clause a is of the total number of those shares not 
described in that clause. R.S.O. 1970, c. 91, s. SS (2). 
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(4) Where at any time after 1971 a corporation resident Rfedu.cdtion . . . . o pa1 -up 
in Canada has reduced the paid-up capital m respect ofcapttal 
any shares of any class of its capital stock otherwise than 
by way of a redemption, acquisition or cancellation of those 
shares or a transaction described in subsection 2, 
(a) the corporation shall be deemed to have paid at that 
time a dividend on shares of that class equal to the 
amount, if any, by which the amount paid by it on the 
reduction of the paid-up capital exceeds the paid-
up capital Limit of the corporation immediately 
before that time; and 
(b) a dividend shall be deemed to have been received at 
that time by each person who held any of the issued 
shares at that time equal to that proportion of the 
amount of the excess referred to in clause a that the 
number of the shares of that class held by him 
immediately before that time is of the number of the 
issued shares of that class outstanding immediately 
before that time. 
(S) Where, Amount distributed 
or paid 
( ) h f h d. "b d wherea a t e amount o t e property 1stn ute or appro- share 
priated by a corporation as described in clause a of 
subsection 2; or 
(b) the amount paid by a corporation as described in 
clause b of subsection 3 or clause a of subsection 4, 
includes a share of the capital stock of the corporation, for 
the purposes of subsections 2 to 4 the following rules apply: 
(c) in computing that amount at any time, the share shall 
be valued at an amount equal to the paid-up capital 
in respect of the share at that time; and 
(d) the value of the share shall be included in computing 
the paid-up capital limit of the corporation im-
mediately before that time. 
(6) Subsection 2 or 3, as the case 1nay be , is not applicable , ~/'tJl~a~ig:'3 • 
(a) in respect of any transaction or event , if subsec-
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(b) in respect of any purchase by a corporation of any of 
its shares in the open market, if the corporation 
acquired those shares in the manner in which shares 
would normally be purchased by any member of the 
public in the open market. 
(7) A dividend that is deemed by this section to have been 
paid at a particular time shall be deemed, for the purposes 
of this Subdivision, to have become payable at that time. 
New. 
79.-(1) Where a person has, after 1971 , disposed of any 
property that was a capital property or eligible capital prop-
erty of the person to a Canadian corporation, and immediately 
after the disposition owned not less than 80 per cent of the 
issued shares of each class of the capital stock of the cor-
poration, if the person and the corporation have jointly so 
elected in prescribed form and within prescribed time the 
following rule_.:; apply: 
(a) the amount that the person and the corporation have 
agreed upon in their election in respect of the property 
shall be deemed to be the person's proceeds of dis-
position of the property and the corporation's cost of 
the property; 
(b} subject to clause c, where the amount that the person 
and the corporation have agreed upon in their election 
in respect of the property is less than the fair 
market value, at the time of the disposition, of the 
consideration therefor, other than any shares of the 
capital stock of the corporation or a right to receive 
any such shares, received by the person, the amount 
so agreed upon shall, irrespective of the amount 
actually so agreed upon by them, be deemed to be an 
amount equal to that fair market value; 
(c) where the amount that the person and the corpora-
tion have agreed upon in their election in respPct 
of the property is greater than the fair market value, 
at the time of the disposition, of the property so 
disposed of, the amount so agreed upon shall, irrespec-
tive of the amountactually so agreed upon, be deemed 
to be an amount equal to that fair market \·alue; 
(d) where the property was eligible capital property in 
respect of a business of the person and the amount that, 
but for this clause, would be the proceeds of dis-
position thereof is less than the le-ast of, 
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(i) twice the person's cumulative eligible capital 
in respect of the business immediately before 
disprn;ition, 
(ii) the cost to the person of the property, and 
(iii) the fair market value of the property at the 
time of disposition, 
the amount agreed upon by the person and the cor-
poration in their election in respect of the property 
shall, irrespective of the amount actually so agreed 
upon by them, and notwithstanding clauses b and c, 
be deemed to be the least of the amounts described 
in subclauses i to iii inclusive; 
(e) where the property was depreciable property of a 
prescribed class of the person and the amount that, 
but for this clause, would be the proceeds of dis-
position thereof is less than the least of, 
(i) the undepreciated capital cost to the person of 
all property of that class immediately before 
the disposition, 
(ii) the cost to the person of the property, and 
(iii) the fair market value of the property at the 
time of the disposition, 
the amount agreed upon by the person and the cor-
poration in their election in respect of the property 
shall, irrespective of the amount actually so agreed 
upon by them, and notwithstanding clauses b and c, 
be deemed to be the least of the amounts described 
in subclauses i to iii inclusive; 
(f) the cost to the person of any particular property, other 
than shares of the capital stock of the corporation or 
a right to receive any such shares, received by him as 
consideration for the disposition shall be deemed to 
be an amount equal to the lesser of, 
(i) the fair market value of the particular property 
at the time of the disposition, and 
(ii) that proportion of the fair market value, at 
the time of the disposition, of the property 
disposed of by the person to the corporation 
that, 
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(A) the amount determined under sub-
clause i is of, 
(B) the fair market value, at the time of the 
disposition, of all properties, other than 
shares of the capital stock of the corpora-
tion or a right to receive any such 
shares, received by the person as con-
sideration for the disposition; 
(g) the cost to the person of any preferred shares of any 
class of the capital stock of the corporation receivable 
by him as consideration for the disposition shall be 
deemed to be the lesser of the fair market value of 
those shares immediately after the disposition and 
that proportion of the amount, if any, by which the 
proceeds of the disposition exceed the fair market 
value of the consideration, other than shares of the 
capital stock of the corporation or a right to receive 
any such shares, received by him for the disposition , 
that, 
(i) the fair market value, immediately after the 
disposition, of those preferred shares of that 
class, 
is of, 
(ii) the fair market value, immediately after the 
disposition, of all preferred shares of the 
capital stock of the corporation receivable hy 
him as consideration for the dis position; 
(h) the cost to the person of any common shares of 
any class of the capital stock of the corporation 
receivable by him as consideration for the disposi-
tion shall be deemed to be that proportion of the 
amount, if any, by which the proceeds of the dis-
position exceed the aggregate of the fair market 
value, at the time of the disposition. of the considera-
tion, other than shares of the capital stock of the 
corporation or a right to receive any such shares , 
received by him for the disposition and the cost to 
him of all preferred shares of the capital stock of the 
corporation receivable by him as consideration for 
that disposition, that, 
(i} the fair market value, immcdiatelv after the 
disposition, of those common sha~es of that 
class, 
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is of, 
(ii) the fair market value, immediately after the 
disposition, of all common shares of the capital 
stock of the corporation receivable by him as 
consideration for the disposition; and 
(i) for greater certainty, where the application of this 
subsection results in a capital loss of the person from 
the disposition of any property, subsection 4 is ap-
plicable_ New. 






(a) any partnership property that was a capital property partnership 
or eligible capital property of a partnership has been 
disposed of to a Canadian corporation; 
(b) immediately after the disposition, not less than 80 
per cent of the issued shares of each class of the 
capital stock of the corporation was partnership 
property; and 
(c) the corporation and all the members of the partner-
ship have so elected in respect of the disposition, 
in prescribed form and within prescribed time, 
clauses a to i of subsection 1 are applicable in respect of the 
di:;position mutatis mutandis as if the partnership were a per-
son resident in Canada who had disposed of the property to 
the corporation. New. 
(3) Where, 
(a) in respect of any disposition of partnership property 
of a partnership to a corporation, subsection 2 applies; 
(b) the affairs of the partnership were wound up within 
sixty days after the disposition; and 
(c) immediately before the winding-up there was no 
partnership property other than money or property 
received from the corporation as consideration for the 
disposition, 
the following rules apply: 
(d) the cost to any member of the partnership of any 
property, other than shares of the capital stock of 
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received by him as consideration for the disposition 
of his partnership interest on the winding-up shall 
be deemed to be the fair market value of the property 
at the time of the winding-up; 
(e) the cost to any member of the partnership of any 
preferred shares of any clas.5 of the capital stock of 
the corporation receivable by him as consideration 
for the disposition of his partnership interest on the 
winding-up shall be deemed to be, 
(i) where any common shares of the capital stock 
of the corporation were also receivable by him 
a.5 consideration for disposition of the interest, 
the lesser of, 
(A) the fair market value, immediately after 
the winding-up, of the preferred shares 
of that class so receivable by him, and 
(B) that proportion of the amount , .if any, 
by which the adjusted cost base to him 
of his partnership interest immediately 
before the winding-up exceeds the 
aggregate of the fair market value, at 
the time of the winding-up, of the con-
sideration, other than shares of the 
capital stock of the corporation or a 
right to receive any such shares, re-
ceived by him for the disposition of the 
interest, that, 
1. the fair market value, imme-
diately after the winding-up. of 
the preferred shares of that class 
so receivable by him, 
is of, 
2. the fair market value , imme-
diately after the winding-up, of 
all preferred shares of the capital 
stock of the corporation recei\'-
able by him as consideration for 
the disposition, and 
(ii) in a ny other case, the amount detL·rmined 
under sub-snbclause B of subclause i ; 
U) the cost to any member of the partnership of any 
common shares of any class of the capita l o;tock of the 
corporation receivable by him as consideration for 
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the disposition of his partnership interest on the 
winding-up shall he deemed to be that proportion of 
the amount, if any, by which the adjusted cost base 
to him of his partnership interest immediately before 
the winding-up exceeds the aggregate of the fair 
market value, at the time of the winding-up, of the 
consideration, other than shares of the capital stock 
of the corporation or a right to receive any such 
shares, received by him for the disposition of the 
interest and the cost to him of all preferred shares of 
the capital stock of the corporation receivable by 
him as consideration for the disposition of the interest, 
that, 
(i) the fair market value, immediately after the 
winding-up, of the common shares of that class 
so receivable by him, 
is of, 
(ii) the fair market value, immediately after the 
winding-up, of all common shares of the capital 
stock of the corporation so receivable by him 
as consideration for the disposition; and 
(g) the proceeds of disposition of the partnership interest 
of any member of the partnership shall he deemed 
to be the cost to him of all shares and property re-
ceivable or received by him as consideration for the 
disposition of the interest plus the amount of any 
money received by him as consideration for the 
disposition. New. 
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(4) Where a person has, after 1971, disposed of any capital{~~;~;0~pital 
property of the person to a corporation that, immediately d}spositiotn 
f h d. . . 11 d d. I . d. l 
0 proper Y a ter t e 1spos1t10n, was contro e , 1rect y or m 1rect y to contr~lled 
· corporation 
m any manner whatever, by the person or by another person 
or group of persons by whom the first person was controlled 
directly or indirectly in any manner whatever, and, but for 
this subsection, the first person would have had a capital loss 
therefrom, the following rules apply: 
(a) his capital loss therefrom otherwise determined shall 
be deemed to be nil; 
(b) where, immediately after the disposition, the person 
owned any common shares of any class of the capital 
stock of the corporation, in computing the adjusted 
cost base to him of all common shares of that class 
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there shall be added that proportion of the amount, 
if any, by which the adjusted cost base to him, 
immediately before the disposition, of the property 
so disposed of exceeds his proceeds oI the disposition , 
that, 
(i) the fair market value, immediately after the 
disposition, oI all common shares of that 
class so owned by him, 
is of, 
(ii) the fair market value, immediately after the 
disposition, of all common shares of the capital 
stock of the corporation owned by him im-
mediately after the disposition; and 
(c) where, immediately after the disposition, the person 
owned no common shares of any class of the capital 
stock of the corporation, in computing the adjusted 
cost base to him of all preferred shares oI any class of 
the capital stock of the corporation owned by him 
at that time, there shall be added that proportion of 
the amount, if any, by which the adjusted cost base 
to him, immediately before the disposition , of the 
property so disposed of exceeds his proceeds oI the 
disposition, that, 
(i) the fair market value, immediately after the 
disposition, of all preferred shares of that 
class so owned by him, 
is of, 
(ii) the fair market value, immediately after the 
disposition, of all preferred shares of the 
capital stock of the corporation owned by him 
immediately after the disposition. .Vew. 
(5} Where subsection 1 or 2 has been applicable in respect 
of any disposition of any depreciable property to a corporation, 
in this subsection referred to as the "transferee", and the 
capital cost to the transferor of the property exceeds the 
transferor's proceeds of the disposition, for the purposes of 
sections 17 and 24 and any regulations made under clause a 
of subsection 1 of section 24, 
(a) the capital cost of the property to the transferee 
shall be deemed to be the amount that wao< the 
capital cost thereof to the transferor; and 
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(b) the excess shall be deemed to have been allowed 
to the transferee in respect of the property under 
regulations made under clause a of subsection 1 of 
section 24 in computing income for fiscal years before 
the acquisition by the transferee of the property. 
R.S.0.1970,c.91,s.32 (3). 
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80.~(1) Where in the course of a reorganization of the ~/~K~~~tion 
capital of a corporation, a person has, after 1971, disposed of, by a sh"1-re-
. . holderrn 
and the corporat10n has acqmred, category A shares of any course o.f 
1 f h . l k f h . h f 11 . reorgamza-C ass o t e capita stoc o t e corporat10n, t e o owing ttonor 
rules apply, capital 
(a) the cost to the person of any property, other than 
shares of the capital stock of the corporation or a 
right to receive any such shares, received by him as 
consideration for the disposition shall be deemed to 
he its fair market value at the time of the dis-
position: 
(b) the cost to the person of any category B shares of 
any class of the capital stock of the corporation 
receivable by him as consideration for the dis-
position shall be deemed to be, 
(i) where category A shares were also receivable 
by him as consideration for the disposition, 
the lesser of, 
(A) the fair market value, immediately 
after the disposition, of those category B 
shares of that class, and 
(B) that proportion of the amount. if any. 
hy which the adjusted cost base to him, 
immediately before the disposition, of 
the category A shares so disposed of 
exceeds the fair market value of the 
consideration for the disposition, other 
than shares of the capital stock of the 
corporation or a right to receive any 
such shares, received by him from the 
corporation, that, 
1. the fair market value, immedi-
ately after the disposition, of 
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2. the fair market value, immedi-
ately after the disposition, of all 
category B shares of the capital 
stock of the corporation re-
ceivable by him as consideration 
for the disposition, and 
(ii) inanyother case, the amount determined under 
sub-subclause B of subclausc i; 
(c) the cost to the person of any category A shares 
of any class of the capital stock of the corporation 
receivable by him as consideration for the disposition 
shall be deemed to be that proportion of the amount, 
if any, by which the adjusted cost base to him, 
immediately before the disposition, of the category A 
shares so disposed of exceeds the aggregate of the fair 
market value of the consideration, other than shares 
of the capital stock of the corporation or a right 
to receive any such shares, received by him from the 
corporation as consideration for the disposition and 
the cost to him of all category B shares of the 
capital stock of the corporation receivable by him 
as consideration for the disposition, that, 
(i) the fair market value, immediately after the 
disposition, of the category A shares of that 
class receivable by him as consideration for the 
disposition, 
is of, 
(ii) the fair market value, immediately after the 
disposition, of all category A shares of the 
capital stock of the corporation receivable 
by him as consideration for the disposition; 
and 
(d) his proceeds of the disposition of the shares shall 
be deemed to be the cost to him of all shares and 
other property receivable or received by him as 
consideration for the disposition of the shares pins 
the amount of any money received by him on the 
disposition. New. 
(2) For the purposes of this section, 
(a) "category A share" means a common share where 
the person has disposed of a common share in the 
course of a reorganization, and means a preferred 
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share where the person has disposed of a preferred 
share in the course of a reorganization; and 
(b) "category B share" means a preferred share where 
a category A share means a common share, and 
means a common share where a category A share 
means a preferred share. New. 
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(3) This section is not applicable in any case where any of Application 
subsections 1 to 3 of section 79 are applicable. New. 
81. -( l) In this section, an amalgamation means a mergertJ~n"1gama­
of two or more corporations each of which was, immediately 
before the merger, a Canadian corporation, each of which 
corporations is referred to in this section as a "predecessor 
corporation'', to form one corporate entity, in this section 
referred to as the "new corporation", in such manner that, 
(a) all of the property of the predecessor corporations 
immediately before the merger becomes property of 
the new corporation by virtue of the merger; 
(b) all of the liabilities of the predecessor corporations 
immediately before the merger become liabilities of 
the new corporation by virtue of the merger; and 
(c) all of the shareholders, except any predecessor 
corporation, of the predecessor corporations immedi-
ately before the merger become shareholders of 
the new corporation by virtue of the merger, 
otherwise than as a result of the acquisition of property of 
one corporation by another corporation, pursuant to the pur-
chase of such property by the other corporation or as a 
result of the distribution of such property to the other 
corporation upon the winding-up of the corporation. R.S.O. 
1970, c. 91, s. 66 (1). 
(2) Where there has been an amalgamation of two 
more corporations after 1971 the following rules apply, 
or Rules 
appHcable 
(a) for the purposes of this Act, the corporate entity Fiscal 
, year 
formed as a result of the amalgama t1on sh all be deemed 
to be a new corporation the first fiscal year of 
which shall be deemed to have commenced at thP time 
of the amalgamation, and a fiscal year of a predecessor 
corporation that would otherwise have ended after 
the amalgamation shall be deemed to have ended 
immediately before the amalgamation; R.S.O 1970, 
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(b) for the purpose of computing the income of the new 
corporation for its first fiscal year, where the 
property described in the inventory, if any, of the 
new corporation at the commencement of that fiscal 
year includes, 
(i) property that was described in the inventory 
of a predecessor corporation at the end of the 
fiscal year of the predecessor corporation that 
ended immediately before the amalgamation, 
which fiscal year of a predecessor corporation 
is referred to in this section as its "last fiscal 
year'', or 
(ii) property that would have been described in 
the inventory of the predecessor corporation 
at the end of its last fiscal year if its income 
for that fiscal year had not been computed 
in accordance with the method authorized 
by subsection 1 of section 31, 
the property so included shall be deemed to have 
been acquired by the new corporation at the 
commencement of its first fiscal year for an amount 
determined in accordance with section 15 as the value 
thereof for the purpose of computing the income 
of the predecessor corporation for its last fiscal year, 
except that where the income of the predecessor 
corporation for its last fiscal year was computed in 
accordance with the method authorized by sub-
section 1 of section 31, the amount so determined shall 
be deemed to be nil; R.S.O. 1970, c. 91, s. 66 (2) 
par. 2. 
(c) where the method adopted by the new corporation 
for computing its income for a fiscal year from a 
business is not the same as the method adopted 
by a predecessor corporation for computing its 
income for its last fiscal year or a previous fiscal 
year, in computing the income of the new corporation 
for that fiscal year from the business, 
(i) there shall be included any amount received 
by it in that fiscal year in payment of or on 
account of a debt owing to the predecessor 
corporation that would, if it had been received 
by the predecessor corporation in its last 
fiscal year, have been included in computing 
the income of the predecessor corporation for 
that fiscal year, and 
1972 CORPORATIONS TAX Chap. 143 
(ii) there may be deducted any amount paid by 
it in that fiscal year in payment of or on 
account of a debt owing by the predecessor 
corporation that would, if it had been paid 
by the predecessor corporation in its last fiscal 
year, have been deductible in computing the 
income of the predecessor corporation for 
that fiscal year; R.S.O. 1970, c. 91, s. 66 (2) 
par. 3. 
1225 
(d) for the purposes of sections 17 and 24 and any g~~1~­
regulations made under clause a of subsection 1 of property 
section 24, 
(i) where depreciable property of a prescribed 
class has been acquired by the new corporation 
from a predecessor corporation, the capital cost 
of the property to the new corporation shall 
be deemed to he the amount that was the 
capital cost thereof to the predecessor cor-
poration, and 
(ii) in determining the undepreciated capital cost 
to the new corporation of depreciable property 
of a prescribed class at any time, 
(A} there shall be added to the capital cost 
to the new corporation of depreciable 
property of that class acquired before 
that time the undepreciated capital 
cost to each of the predecessor corpora-
tions of property of that class imme-
diately before the amalgamation, 
(B) there shall be subtracted from the 
capital cost to the new corporation of 
depreciable property of that class ac-
quired before that time the capital cost 
to the new corporation of property of 
that class acquired by virtue of the 
amalgamation, 
(C) a reference in subclause ii of clause a 
of subsection 4 of section 17 to amounts 
that would have been allowed to a cor-
poration in respect of transferred prop-
erty, at the rate that was allowed to the 
corporation in respect of property of a 
prescribed class, shall be construed as 
including a reference to amounts that 
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cessor corporation in respect of that 
property at the rate that was allowed 
to the predecessor corporation in re-
spect of property of that prescribed 
class, and 
(D) where depreciable property that is 
deemed by subsection 6 of section 39 to 
be a separate prescribed class has been 
acquired by the new corporation from 
a predecessor corporation, the property 
shall continue to be deemed to be of 
that same separate prescribed class ; 
R.S.O. 1970, c. 91, s. 66 (2) par. 4. 
(e) where any capital property, other than depreciable 
property, has been acquired by the new corporation 
from a predecessor corporation, the cost of the prop-
erty to the new corporation shall be deemed to be 
the amount that was the adjusted cost base thereof 
to the predecessor corporation immediately before 
the amalgamation; New. 
(f) for the purposes of computing the cumulative eligible 
capital of the new corporation at any time in respect 
of a business, where a predecessor corporation carried 
on a business that is carried on by the new corpora-
tion the amount of the cumulative eligible capital of 
the predecessor corporation immediately before the 
amalgamation in respect of that business shall be 
added to the amount determined under subclause i 
of clause a of subsection 4 of section 18 in respect 
thereof ; New. 
(g) for the purpose of computing the income of the new 
corporation for a fiscal year, 
(i) any amount that has been deducted as a 
reserve in computing the income of a prede-
cessor corporation for its last fiscal year shall 
be deemed to have been deducted as a reserve 
in computing the income of the new corpora-
tion for a fiscal year immediately preceding 
its first fiscal year, and 
(ii) any amount deducted under clause r of sub-
section 1 of section 24 in computing the income 
of a predecessor corporation for its last fiscal 
year or a previous fiscal year shall be deemed 
to have been deducted thereunder in comput-
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ing the income of the new corporation for a 
fiscal year immediately preceding its first 
fiscal year; R.S.O. 1970, c. 91, s. 66 (2) 
par. 5. 
(h) for the purpose of computing a deduction from the Debts 
income of the new corporation for a fiscal year under 
clause n or r of subsection 1 of section 24 or sec-
tion 35, where any debt owing to a predecessor 
corporation, 
(i) that was included in computing the income 
of the predecessor corporation for its last 
fiscal year or a previous fiscal year, or 
(ii) that arose from a loan made in the ordinary 
course of business by the predecessor corpora-
tion, part of whose ordinary business was the 
lending of money, 
has, by virtue of the amalgamation, been acquired 
by the new corporation, the amount thereof shall 
be deemed to be a debt owing to the new cor-
poration that was included in computing the income 
of the new corporation for a previous fiscal year or 
that arose from a loan so made by it, as the case may be; 
R.S.O. 1970, c. 91, s. 66 (2) par. 6. 
(i) for the purpose of computing a deduction from the ~i's~~':~ 
income of the new corporation for a fiscal year under 
clause p of subsection 1 of section 24, any amount in-
cluded in computing the income of a predecessor cor-
poration from a business for its last fiscal year or a 
previous fiscal year in respect of property sold in the 
course of the business shall be deemed to have been 
included in computing the income of the new cor-
poration from the business for a previous fiscal year 
in respect thereof; R.S.0.1970,c.91,s.66 (2) par.10. 
(j) for the purpose of computing a deduction from the ldem 
income of the new corporation for a fiscal year under 
clause o of subsection 1 of section 24 or section 34, 
any amount included in computing the income of a 
predecessor corporation from a business for its last 
fiscal year or a previous fiscal year by virtue of 
clause a of subsection 1 of section 16 shall be deemed 
to have been included in computing the income of the 
new corporation from the business for a previous 
fiscal year by virtue thereof; R. S.O. 1970, c. 91 , 
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(k) for the purpose of section 39, any expenditure of a 
capital nature on scientific research made by a prede-
cessor corporation in its last fiscal year or a previous 
fiscal year that would have been deductible by the 
predecessor corporation by virtue of clause b of sub-
section 1 of section 39 in computing its income for 
its last fiscal year shall, to the extent that such 
expenditure was not deducted by the predecessor 
corporation, be deemed to be an expenditure of a 
capital nature on scientific research made in Canada 
by the new corporation in its first fiscal year; R.S.O. 
1970, c. 91, s. 66 (2) par. 11. 
(l) for the purpose of computing the income of the new 
corporation for its first fiscal year and any subsequent 
fiscal year, any amount claimed under subclause iii of 
clause a of subsection 1 of section 42 in computing a 
predecessor corporation's gain for its last fiscal year 
from the disposition of any property shall be deemed, 
(i) to have been claimed under that subclause in 
computing the new corporation's gain for a 
fiscal year immediately preceding its first fiscal 
year from the disposition of that property by it 
before its first fiscal year, and 
(ii) to be the amount determined under subclause 
i of clause a of subsection 1 of section -l2 in 
respect of that property: New. 
(m) for the purpose of section 44, any outlay or expense 
made or incurred by the nev·l corporation in a fiscal 
year, pursuant to or by virtue of an obligation 
described in that section incurred by a predecessor 
corporation, that would, if the outlay or expense had 
been made or incurred by the predecessor corporation 
in that fiscal year, have been deemed to be a loss of the 
predecessor corporation for that fiscal year from the 
disposition of a capital property shall be deemed to be 
a loss of the new corporation for that fiscal year from 
the disposition of a capital property: New. 
(n) for the purpose of subsection 2 of section 51 any 
option granted by a predecessor corporation that 
expires after the amalgamation shall be deemed 
to have been granted by the new corporation, and any 
proceeds received by the predecessor corporation for 
the granting of the option shall he deemed to have 
been received by the new corporation therefor ; Xeu•. 
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(o) for the purpose of computing a deduction from thef0~.nr~~;~~~!on 
income of the new corporation for a fiscal year underP~opei:tt){ 
dispos1 1on 
section 61, any amount that has been included in 
computing the income of a predecessor corporation 
for its last fiscal year or a previous fiscal year by 
virtue of subsection 1 or 3 of section 59, or by virtue 
of subsection 15 or 16 of section 58 of The Corporations R.so. i970, 
Tax Acl as it read in its application to fiscal yearsc.
9
i 
prior to 1972, shall he deemed to have been included 
in computing the income of the new corporation for a 
previous fiscal year by virtue thereof; New. 
(p) for the purpose of computing the tax-paicl unclis- 'J~3.i.~t1~ 
tributed surplus on hand of the new corporation at outed
1 . , surp us 
any time, where a predecessor corporation had tax- on hand 
paid unclistrihuted surplus on hand immediately 
before the amalgamation the amount thereof shall he 
added to the aggregate of the amounts determined 
under subclause i to iii of clause k of subsection 1 of 
section 83; New. 
(q) for the purpose of computing the 1971 capital sur- ~~~ital 
plus on hand of the new corporation at any time, surplus 
on hand 
there shall be added to the aggregate of the amounts 
determined under subclauses i to iv of clause l of 
subsection 1 of section 83 the amount, if any, by 
which, 
(i) the aggregate of amounts each of which is the 
1971 capital surplus on hand, if any, of a pre-
decessor corporation immediately before the 
amalgamation, 
exceeds, 
(ii) the aggregate of amounts each of which is the 
paid-up capital deficiency, if any, of a pre-
decessor corporation immediately before the 
amalgamation; New. 
{r) for the purpose of computing the paid-up capita1~:1~ti!.1f 
deficiency of the new corporation at any time, therecteRciency 
shall be added to the aggregate of the amounts 
determined under subclauses i to iv of clause d of 
subsection 1 of section 83 the amount, if any, by 
which, 
(i) the aggregate of amount:; each of which is 
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predecessor corporation immediately before 
the amalgamation, 
exceeds, 
(ii) the aggregate of amounts each of which is 
the 1971 capital surplus on hand, if any, of a 
predecessor corporation immediately before 
the amalgamation; New. 
(s) for the purpose of computing the 1971 capital sur-
plus on hand or the paid-up capital deficiency, as the 
case may he, of the new corporation, in determining 
any amount under subclause ii or vii of clause l of 
subsection 1 of section 83 any capital property owned 
by a predecessor corporation on December 31, 1971 
that was acquired by the new corporation by virtue 
of the amalgamation shall be deemed to have been 
acquired by the new corporation before 1972 at an 
actual cost to it equal to the actual cost of the prop-
erty to the predecessor corporation; New. 
(t) for the purposes of clauses a and b of subsection 1 of 
section 98, gifts made by a predecessor corporation in 
its last fiscal year shall, to the extent that they were 
not deductible in computing its taxable income for 
that fiscal year, be deemed to have been made by the 
new corporation in a fiscal year immediately pre-
ceding its first fiscal year; R.S.O. 1970, c. 91, 
s. 66 (2) par. 7. 
(u) for the purpose of section 99, a non-capital loss, 
net capital loss or restricted farm loss of a pre-
decessor corporation for a fiscal year is not deductible 
in computing the taxable income of the new cor-
poration; R.S.O. 1970, c. 91, s. 66 (2) par. 8. 
(v) for the purposes of subsections 3 and 4 of section 
100, where a share owned by a predecessor cor-
poration has, by virtue of the amalgamation, hecn 
acquired hy the new corporation any taxable dividend 
received on the share by the predecessor corporation 
that was deductible from the predecessor corporation 's 
income for a fiscal year under section 100 sh:il l he 
deemed to be a taxable dividend recei\T<l by the 
new corporation that \Vas deductible from th~ new 
corporation's income for a fiscal year under section 
100; New. 
(w) in the case of a new corporation that is a private 
corporation, for the purposes of computing the 
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capital dividend account of the new corporation at 
any particular time, 
(i) one-half of the amount of any capital gain 
and one-half of the amount of any capital loss 
of any predecessor private corporation for any 
fiscal year commencing after it last became 
a private corporation and ending after 1971 and 
either before or at the time of the amalgamation 
shall, in the case of a capital gain, be included, 
and in the case of a capital loss, be deducted, 
(ii) any amount that would, if the amalgamation 
had not occurred but if any fiscal year of a 
predecessor corporation that would otherwise 
have ended next after the amalgamation had 
ended immediately before the amalgamation, 
have been required by any of subclauses ii to iv 
of clause b of subsection I of section 83 to be 
included in computing the predecessor cor-
poration's capital dividend account immedi-
ately after the amalgamation shall be included, 
and 
(iii) any capital dividend that became payable by 
any predecessor corporation after it last be-
came a private corporation and before the 
amalgamation shall be deducted; lVew. 
1231 
(x) in the case of a new corporation that is a mutualR;_~~uaJ 
fund corporation, corporation 
(i) for the purpose of computing its capital gains 
dividend account at any time, where a pre-
decessor mutual fund corporation had a capital 
gains dividend account immediately before 
the amalgamation the amount thereof shall be 
added to the amount determined under section 
109, and 
(ii) for the purpose of computing its refundable 
capital gains tax on hand at the end of any 
fiscal year, where a predecessor mutual fund 
corporation had refundable capital gains tax 
on hand immediately before the amalgamation 
the amount thereof shall be added to the 
amount determinecl under section I 09; New. 
(y) for the purpose of section 1 <)2 of the Income Tax Act ~li.~¥8-W~~63 


















Chap. 143 C<rnPORATIONS TAX 1972 
poration was controlled by a predecessor corporation 
immediately before the amalgamation and has, by 
virtue of the amalgamation, become controlled by the 
new corporation, the new corporation shall be deemed 
to have acquired control of the corporation so con-
trolled at the time control thereof was acquired 
by the predecessor corporation; New. 
(z) for the purpose of computing the designated surplus 
of the new corporation at any particular time, 
there shall be added to the aggregate of the amounts 
determined under suhparagraphs i and ii of para-
graph a of subsection 13 of section 192 of the Income 
Tax Act (Canada) or under subparagraphs i to iii of 
paragraph b of subsection 13 of section 192 of the 
Income Tax Act (Canada), as the case may be, the 
aggregate of amounts each of which is an amount in 
respect of a preclecessor corporation, equal to. 
(i) in any case where the predecessor corporation 
was, immediately before the amalgamation, 
controlled by a corporation that, immediately 
after the amalgamation and thereafter without 
interruption until the particular time, con-
trolled the new corporation, its designated 
surplus immediately before the amalgamation, 
and 
(ii) in any other case, the amount that its 
designated surplus would have been immedi-
ately before the amalgamation if control of the 
predecessor corporation hacl been acquired by 
another corporation immediately before the 
amalgamation: .Yew. 
(za) for the purpose of computing the 1971 undistributed 
income on hand of the new corporation at any time, 
except as that computation applies for the purpose 
of determining the designated surplus of the new 
corporation at any time, where a predecessor cor-
poration had 1971 undistributed income on hand 
immediately before the amalgamation the amount 
thereof shall be added to the aggregate of the amount:; 
determined under paragraphs a , b and r of sub-
section 4 of section 196 of the Income Tax A.ct (Canada). 
New. 
(3) Where there has been an amalgamation of two or more 
corporations after 1971 ancl, immediately before the amalgama-
tion, one of the predecessor corporations, in this ,;ub,;ection 
referred to as the "owner corporation' ', owned any share of 
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the capital stock of another of the predecessor corporations, 
the following rules apply, 
(a) for the purpose of computing the paid-up capital 
deficiency of tlw new corporation at any time, the 
amount, if any, by which the paid-up c.apital in 
respect of the share immediately before the amalgama-
tion exceeds the adj ustcd cost base of the share 
to the owner corporation immediately before the 
amalgamation shall be added to the aggregate of the 
amounts determined under subclauses i to iv of 
clause d of subsection 1 of section 83; and 
(b) for the purpose of computing the post-1971 un-
distributed surplus on hand, within the meaning 
given to that expression by subsection 15 of section 
1233 
192 of the Income Tax Act (Canada), of the new cor-1970-71,c.63 
. . l 'f . <Can.) porat10n at any time, t 1c amount, 1 any, by which the 
adjusted cost base of the share to the owner cor-
poration immecliately before the amalgamation ex-
ceeds the paid-up capital in respect of the share 
immediately before the amalgamation shall be added 
to the aggregate of the amounts determined under 
paragraphs a to d of subsection 15 of section 192 of 
the Income Tax Act {Canada). New. 
(4) Where there has been an amalgamation of two or Rules 
. f 19-1 f I f . applicable more corporations a ter I , or t H: purpose o computmg for . 
the income of each shareholder, except any predecessor cor- ?~~~;~~g 
poration, who o\'1-·ned one or more shares of the capital stock ~~~~~~older 
of a predecessor corporation immediately before the amalgama- ~~~~~~~~ion 
tion, the following rules apply, 
(a) where the shareholder owned one or more preferred 
shares of any class of the capital stock of the prede-
cessor corporation immediately before the amalgama-
tion and received no consideration for the clisposition 
of those shares on the amalgamation other than one 
or more preferred shares of a class of the capital stock 
of the ne\'I' corporation having substantially the same 
rights and conditions attaching thereto, determined 
without regard to any voting rights attaching to any 
shares, as attached to the shares of the predecessor 
corporation so clisposed of by him, 
(i) the shareholclcr shall be clcemed to have dis-
posed of the preferred shares of the class of the 
capital stock of the predecessor corporation 
so clisposed of by him on the amalgamation, 
for proceeds equal to the <1djusted cost base 
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to him of those shares immediately before the 
amalgamation, and 
(ii) he shall be deemed to have acquired the pre-
ferred shares of the class of the capital stock 
of the new corporation so acquired by him as 
consideration for the disposition of the pre-
ferred shares described in suhclause i, at a cost 
to him equal to the proceeds described in that 
subclause; and 
(b) where, 
(i) the shareholder owned one or more common 
shares of the capital stock of the predecessor 
corporation immediately before the amalgama-
tion, 
(ii) none of the persons, except any predecessor 
corporation, who owned one or more of the 
common shares of the capital stock of the 
predecessor corporation immediately before 
the amalgamation received any consideration 
for the disposition of those shares on the 
amalgamation, other than one or more shares 
of the capital stock of the new corporation, 
and 
(iii) either, 
(A) the persons, except any predecessor 
corporation, who together owned all of 
the common shares of the capital stock 
of the predecessor corporation imme-
diately before the amalgamation to-
gether received as consideration for the 
disposition of those shares on the amal-
gamation not less than 25 percent of the 
shares of each particnlar class of the 
issued common shares of the capital 
stock of the new corporation imme-
diately after the amalgamation, 
or, 
(B) in any case where, 
1. the shareholder owned one or 
more of the common shares of 
the capital stock of one or more 
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other predecessor corporations 
immediately before the amalga-
mation, and 
2. none of the persons, except any 
predecessor corporation, who 
owned one or more of the com-
mon shares of the capital stock 
of such one or more other prede-
cessor corporations immediately 
before the amalgamation re-
ceived any consideration for the 
disposition of those shares on 
the amalgamation other than 
one or more shares of the capital 
stock of the new corporation, 
the shareholder received on the amal-
gamation, as consideration for the dis-
position of the common shares of the 
capital stock of the predecessor cor-
poration and of such one or more other 
predecessor corporations owned by him 
immediately before the amalgamation, 
not Less than 80 per cent of the shares 
of each particular class of the issued 
common shares of the capital stock of 
the new corporation immediately after 
the amalgamation, 
the shareholder, 
(iv) shall be deemed to have <Lisposed of the com-
mon shares of the capital stock of the prede-
cessor corporation so disposed of by him on 
the amalgamation, for proceeds eq11al to the 
adjusted cost base to him of those shares 
immediately before the amalgamation, and 
(v) shall be deemed to have acquired the shares 
of any partic1dar class of the capital stock of 
the new corporation so acquired by him as 
consideration for the disposition of the com-
mon shares described in suhclause iv, at a 
cost to him equal to that proportion of the 
proceeds described in subclause iv that, 
(A) the fair market value, immediately 
after the amalgamation, of all ~hares 
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is of, 
(B) the fair market value, immediately after 
the amalgamation, of all of the shares 
of the capital stock of the new cor-
poration so acquired by him as consider-
ation for the disposition of the common 
shares described in subclause iv. New. 
(S) For the purposes of sub-subclause A of suhclause iii of 
clause b of subsection 4, the percentage of the shares of any 
particular class of the issued common shares of the capital 
stock of the new corporation immediately after the amal-
gamation received as described in that suh-snbclausc by the 
persons, except any predecessor corporation, who together 
owned all of the common shares of the capital stock of a 
particular predecessor corporation shall be deemed to be, 
plus, 
(a) the percentage thereof otherwise determined, 
(b) that proportion of the percentage described in clause 
a that, 
(i) the fair market value of the issued common 
shares of the capital stock of the particular 
predecessor corporation owned hy all other 
predecessor corporations immediately before 
the amalgamation, 
is of, 
(ii) the fair market value of the issued common 
shares of the capital stock of the particular 
predecessor corporation owned by all persons, 
except any predecessor corporation. immedi-
ately before the amalgamation. l\1ew. 
(6) \Vhere there has been an amalgamation of two or more 
corporations after 1971 and the new corporation is a principal-
business corporation within the meaning given to that c:s:prt',;-
sion by suhsection 12 of section 63, there may be deducted by 
the new corporation in computing its income for a fiscal year the 
aggregate of the following amounts in respect of expenses 
incurred by predecessor corporations, namely , in respect of each 
individual predecessor corporation, the amount that is the 
lesser of, 
(a) the aggregate of the Canadian exploration and den~lop­
men t expenses, within the meaning gi, ·en to that npre~-
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sion by subsection 12 of section 63, incurred by the 
predecessor corporation to the extent that such 
expenses, 
(i) were not deductible by the new corporation 
in computing its income for a previous fiscal 
year, and were not deductible by the pre-
decessor corporation in computing its income 
for its last fiscal year or for a previous fiscal 
year, and 
(ii) would, but for clause b of subsection 1 of 
section 63, have been deductible by the pre-
decessor corporation in computing its innJme 
for its last fiscal year, and 
(h) of the aggregate determined under clause a, an 
amount equal to such part of the income of the new 
corporation for the year if no deduction were allowed 
under this section, section 62 or section 63, minus 
any deductions allowed for the fiscal year by section 
100 as may reasonably be regarded as attributable 
to the production of petroleum or natural gas from 
wells, or the production of minerals from mines , 
situated on property in Canada from which the pre-
decessor corporation had, immediately before the 
amalgamation, a right to take or remove petroleum 
or natural gas or a right to take or remove 
minerals, 
and no amount in respect of expenses of the predecessor 
corporation included in the aggregate determined under clause 
1237 
a shall where subsection 15 of section 192 of the Income Tax A ct ~15~0~:{ c. 63 
(Canada) is being applied to determine for the purposes of 
clause z of subsection 2 of this section the designated surplus 
of the predecessor corporation immediately before the amal-
gamation, be included in the amount or amounts deductible 
und<'r any paragraph of subsection 15 of section 192 of the 
Income Tax Act (Canada). R.S.O. 1970, c. 91 , s. 66 (2) . par. 
13, (3), amended. 
82 Where a Canadian corporation in this section referred w inding-up • • ofwholly-
to as the "subsidiary", has been wound up after 1971 and all owned · 
· • Canadian of the issued shares of the capital stock thereof were, corporation 
immediately before the winding-up, owned by another Canadian 
corporation, in this section referred to as the "parent", not-
withstanding any other provisions of this Act the following 
rules apply, 
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(a) each property of the subsidiary that was distributed 
to the parent on the winding-up shall be deemed 
to have been disposed of by the subsidiary for pro-
ceeds equal to, 
(i) in the case of any property described in 
subsection 2 of section 59, nil, and 
(ii) in the case of any other property, the cost 
amount to the subsidiary of the property 
immediately before the winding-up; 
(b) the shares of the capital stock of the subsidiary 
shall be deemed to have been disposed of by the 
parent on the winding-up for proceeds equal to the 
greater of, 
(i) the lesser of the paid-up capital limit of the 
subsidiary immediately before the winding-up 
and the amount determined under s ubclause i of 
clause d, and 
(ii) the aggregate of amounts each of which is an 
amount in respect of any share of the 
capital stock of the subsidiary so disposed 
of by the parent on the \vinding-up, equal 
to the adjusted cost base to the parent of 
the share immediately before the winding-up; 
(c) the cost to the parent of each property of the 
subsidiary distributed to the parent on the winding-
up shall be deemed to be the amount deemed by 
clause a to be the proceeds of disposition of the 
property, plus, where the property was a capital 
property, other than depreciable property, of the 
subsidiary, the amount determined under clause din 
respect thereof; 
(d) the amount determined under this clause in respect 
of each property that was a capital property, other 
than depreciable property, of the subsidiary is such 
portion of the amount, if any, by which the aggregate 
determined under subclause ii of clause b exceeds, 
(i) the amount, if any, by which, 
(A) the aggregate of amounts each of which 
is an amount in respect of any property 
owned by the subsidiary immediately 
before the winding-up, equal to the cost 
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amount to the subsidiary of the property 
immediately before the winding-up, 
plus the amount of any money of the 
subsidiary on hand immediately before 
the winding-up, 
exceeds 
(R) the aggregateofamountseachof which is 
the amount of any debt owing by the 
subsidiary, or of any other obligation 
of the subsidiary to pay any amount, 
that was outstanding immediately 
before the winding-up, 
as is designated by the par{'nt in respect of that 
capital property in its return for its fiscal year in 
which the subsidiary was so wound up, except that, 
(ii) in no case shall the amount so designated 
in respect of any such capital property exceed 
the amount, if any, by which the fair market 
value of the property immediately before the 
winding-up exceeds the cost amount to the 
subsidiary of the property immediately before 
the winding-up, and 
(iii) in no case shall the aggregate of amounts 
so designated in respec:t of all such capital 
properties exceed the amount, if any, by which 
the aggregate determined under subclause ii 
of clause b exceeds the amount rietermined 
under subclause i; 
(e) the subsidiary shall be deemed to have paid and 
the parent shall be deemed to have received, 
immediately before the winding-up, a dividend on 
the shares of the capital stock of the subsidiary 
equal to the amount, if any, by which the amount 
determined under subclause i of clause d exceeds 
the paid-up capital limit of the subsidiary immedi-
ately before the winding-up; and 
(f) where property that was depreciable property of a 
prescribed class of the subsidiary has been distributed 
to the parent on the winding-up and the capital cost 
to the subsidiary of the property exceeds the amount 
deemed by clause a to be the subsidiary's proceeds 
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17 and 24 and any regulations made under clause a 
of subsection 1 of section 24, 
(i) notwithstanding clause c the capital cost to 
the parent of the property shall be deemed 
to be the amount that was the capital cost 
thereof to the subsidiary, and 
(ii) the excess shall be deemed to have been 
allowed to the parent in respect of the property 
under regulations made under clause a of 
subsection 1 of section 24 in computing income 
for fiscal years before the acquisition by the 
parent of the property. New. 
83.-(1) In this Subdivision, 
(a) "Canadian corporation" at any time means a cor-
poration that \'las resident in Canada at that time 
and was, 
(i) incorporated in Canada, or 
(ii) resident in Canada throughout the period com-
mencing June 18, 1971 and ending at that 
time, 
except that for the purposes of subsection 1 of 
section 77 a corporation that was incorporated in 
Canada before April 27, 1965 and that was not 
resident in Canada at the end of 1971 shall be 
deemed not to be a Canadian corporation; R.S.O. 
1970, c. 91, s. 1 (1) par. 8. 
(b) "capital dividend account" of a corporation at any 
particular time means the amount, if any, by which 
the aggregate of, 
(i) one-half of the amount, if any, by which the 
aggregate of the capital gains of the cor-
poration, for fiscal years in the period com-
mencing with the first fiscal year commencing 
after the time the corporation last became a 
private corporation and ending after 1971 , 
and ending with the last fiscal year ending 
before the particular time, exceeds the aggre-
gate of its capital losses for those fi!::ical year~. 
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(ii) all amounts each of which is an amount in 
respect of a dividend received by the corpora-
tion on a share of the capital stock of another 
corporation in the period, which amount was, 
by virtue of subsection 2 of section 77, not 
included in computing the income of the cor-
poration, 
(iii) all amounts each of which is an amount in 
respect of a business carried on by the cor-
poration at any time in the period, equal to 
the amount, if any, by which, 
(A) the aggregate of the eligible capital 
amounts, within the meaning given to 
that expression by subsection 1 of sec-
tion 18, in respect of the business that 
became payable to the corporation tn 
the period, 
exceeds the aggregate of, 
(B) the cumulative eligible capital of the 
corporation in respect of the business 
at the commencement of the period, and 
(C) one-half of the aggregate of the eligible 
capital expenditures in respect of the 
business that were made or incurred by 
the corporation in the period, and 
(iv) the amount, if any, by which, 
(A) the proceeds of any life insurance policy 
received by the corporation in the 
period and after 1971 in consequence 
of the death of any person whose life 
was insured under the policy, 
exceeds 
(B) all amounts paid as or on account of 
premiums paid under the policy , 
exceeds the aggregate of all capital dividends tha t 
became payable by the corporation after the com-
mencement of the period and before the particular 
time; New. 
(c) " paid-up capital" in respect of a share of any class 
of the capital stock of a corporation at any particular 
1241 
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time means an amount equal to the paid-up capital 
of the corporation at that time that is represented 
by the shares of the class to which that share 
belongs, divided by the number of issued shares of 
that class then outstanding; RS.O. 1970, c. 91, 
s. 2 (2) (g). 
(d) "paid-up capital deficiency" of a corporation at any 
particular time means the amount, if any, by which 
the aggregate of, 
(i) the amounts determined under subclauses v 
and vi of clause l in respect of the corporation, 
(ii) all amounts determined under subclauses vii 
and viii of clause l in respect of the corpora ti on 
at the particular time, 
(iii) the paid-up capital at the particular time in 
respect of any shares of the capital stock of 
the corporation issued after 1971 that were 
received by a person as described in subsec-
tion 1 of section 37, and 
(iv) where subsection I or 2 of section 79 has been 
applicable in respect of any disposition of 
property to the corporation before the par-
ticular time, the amount, if any, by which, 
(A) the amount by which any increase, by 
virtue of the disposition, in the paid-up 
capital of the corporation exceeds any 
increase, by virtue of the disposition , 
in the value of its assets, determined 
as though the value of any property so 
transferred were its cost to the cor-
poration for the purposes of this Part 
and as though this Part were read with-
out reference to subsection 5 of sec-
tion 79, less its Liabilities, 
exceeds 
(B) the amount by which any increase, by 
virtue of the disposition, in the paid-up 
capital of the corporation exceeds any 
increase, by virtue of the disposition, 
in the value of its assets less its liabili-
ties, 
exceeds the aggregate of, 
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(v) the tax equity of the corporation at the end 
of its I 971 fiscal year, 
(vi) all amounts determined under subclauses ii, 
iii, iv and iv.1 of clause l in respect of the 
corporation at the particular time, 
(vii) all amounts each of which is an amount deemed 
by subsection 2, 3, or 4 of section 78 to be a 
dividend paid before the particular time by the 
corporation on shares of any class, to the extent 
of the amount, if any, by which the paid-up 
capital in respect of the shares of that class 
at the time the dividend was paid exceeds the 
paid-up capital limit of the corporation at the 
time the dividend was paid, 
(viii) all amounts each of which is an amount in 
respect of a reduction of the paid-up capital 
of the corporation after its 1971 fiscal year 
and before the particular time, equal to the 
amount, if any, by which the amount of the 
reduction exceeds the aggregate of amounts 
paid by it to its shareholders on the reduction, 
1243 
(ix) all business losses, within the meaning of TJieR.s.o. t970. c. 91 
Corporations Tax Act as it read in its applica-
tion to the fiscal years prior to 1972, sustained by 
the corporation in fiscal years ending before 
1972, to the extent that such losses have been 
deducted under clause a of subsection 1 of sec-
tion 99 from the corporation's income for any 
fiscal year ending after 1971 and before the 
particular time, and 
(x) all amounts each of which is an amount in 
respect of any purchase by the corporation 
before the particular time of any shares of 
its capital stock in respect of which tax under 
section 181 of the Income Tax A ct (Canada) ii~,~o~~1• c. 63 
is payable by it, equal to the arnonnt, if any, 
by which the amount described in paragraph a 
of subsection 1 of section 181 of that Act in 
respect of the purchase exceeds the amount 
described in paragraph b of subsection 1 of sec-
tion 181 of that Act in respect thereof; New. 
(e) "paid-up capital limit" of a corporation at any 
particular time means the amount, if any, by which 
the paid-up capital of the corporation at that time 
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in respect of all of the shares of its capital stock 
exceeds the corporation's paid-up capital deficiency 
at that time; New. 
(/) "private corporation" at any particular time means 
a corporation that, at the particular time, was resident 
in Canada, was not a public corporation, and was not 
controlled, directly or indirectly in any manner 
whatever, by one or more public corporations; and 
for greater certainty for the purposes of determining, 
at any particular time, when a corporation last became 
a private corporation, 
(i) a corporation that was a private corporation 
at the commencement of its 1972 fiscal year 
and thereafter without interruption until the 
particular time shall be deemed to have last 
become a private corporation at the end of its 
1971 fiscal year, and 
(ii) a corporation incorporated after 1971 that 
was a private corporation at the time of its 
incorporation and thereafter without inter-
ruption until the particular time shall be 
deemed to have last become a private cor-
poration immediately before the time of its 
incorporation; New. 
(g) "public corporation" at any particular time means 
a corporation that was resident in Canada at the 
particular time, if, 
(i) at the particular time, a class or classes 
of shares of the capital stock of the corporation 
were listed on a prescribed stock exchange in 
Canada, 
(ii) at any time after June 18, 1971 and, 
(A) before the particular time, it elected 
in the prescribed manner to be a public 
corporation, and at the time of the 
election it complied with the prescribed 
conditions relating to the number of its 
shareholders, dispersal of ownership of 
its shares, public trading of its shares 
and size of the corporation, or 
(B) before a day thirty days before the 
particular time, it was, by notice in 
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writing to the corporation, designated 
by the :Minister of National Revenue 
for Canada to be a public corporation, 
and at the time it was so designated 
it complied with the conditions referred 
to in sub-subclause A, 
unlesssuhsequent to the election or designation, 
as the case may be, and before the particular 
time, it ceased to he a public corporation by 
virtue of subclause iii, or 
(iii) at any time after June 18, 1971 and before 
the particular time, it was a public corporation, 
unless after the time it last became a public 
corporation and, 
(A) before the particular time, it elected 
in the prescribed manner not to be a 
public corporation, and at the time it so 
elected itcomplied with the prescribed 
conditions relating to the number of 
its shareholders, dispersal of ownership 
of its shares and public trading of its 
shares, or 
(B) before a day thirty days before the 
particular time, it was, by notice in 
writing to the corporation, designated 
by the Minister of National Revenue 
for Canada not to be a public corpora-
tion, and at the time it was so designated 
it complied with the conditions referred 
to in sub-subclause A, 
m which case it shall be deemed thereupon 
to have ceased to be a public corporation; 
New. 
(h) "tax equity" of a corporation at the end of its 1971 
fiscal year means the amount, if any, by which the 
aggregate of all amounts each of which is, 
(i) an amount in respect of depreciable property 
of a prescribed class owned by the corporation 
immediately after that time, equal to the 
undepreciated capital cost thereof to the 
corporation at that time, 
1245 
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(ii) an amount in respect of any other depreciable 
property owned by the corporation at that time, 
equal to the amount by which, 
(A) the actual cost of the property to the 
corporation, or the amount at which it 
was deemed to have acquired the prop-
erty under subsection 8 of section 32 
ol The Corporations Tax A ct as it read 
in its application to the fiscal years prior 
to 1972, as the case may be, 
exceeds 
(13) the aggregate of amounts in respect 
of the cost of the property that were 
allowed under clause a of subsection 2 
of section 23 of The Corporations Tax 
Act as it read in computing the income 
of the corpora ti on for fiscal years ending 
before 1972, 
(iii) an amount in respect of any capital property, 
other than depreciable property, owned by 
the corporation at that time, equal to its 
cost to the corporation, determined without 
reference to the Corporati'ons Tax Application 
Rules, 1972, minus any amounts in respect 
of the cost thereof deducted in computing 
the income of the corporation under Part I I I 
of The Corporations Tax Act as it read in its 
application to fistal years prior to 1972, 
(iv) an amount in respect of property owned by 
the corporation and described in its inventory 
at that time equal to its value, at that time, 
for the purposes of computing the income of 
the corporation under Part II I of The Cor-
porations Tax Act as it read in its application 
to fiscal years prior to 1972, 
(v) the amount of any deht owing to the cor-
poration, other than any debt the amount of 
which was included in computing the cor-
poration's income for its 1971 fiscal year and 
deducted in computing that income under 
clause m of subsection 1 of section 23 of The 
Corporations Tax Act as it read in it~ appli-
cation to fiscal years prior to 1972, or of any 
other right ol the corporation to recei\'e an 
amount, that was outstanding at that tinw. 
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minus such portion thereof as was not but would 
have been, if the amount had been received by 
the corporation in its 1971 fiscal year, included 
in computing its income for that fiscal year, 
(vi) the amount of any money of the corporation 
on hand at that time, or 
(vii) such part, if any, of, 
(A) the cost to the corporation of any 
property, other than property described 
in subclauses i to v, owned by the 
corporation at that time, or 
(B) any expenditure incurred by the cor-
poration, other than an expenditure to 
acquire property, before that time, 
as was not deductible in computing the cor-
poration's income for the 1971 or any previous 
fiscal year for the purposes of Part III of 
1247 
The Corporations Tax Act as it read in its~~io 1970. 
application to that fiscal year, but would have 
been deductible in computing its income for 
the 1971 fiscal year if The Corporations Tax 
Act as it read in its application to that fiscal 
year had been read \Vithout reference to any 
restriction on the quantum of any deduction 
thereunder, 
exceeds the aggregate of all amounts each of which is, 
(viii) the amount of any debt owing by the corpora-
tion or of any other obligation of the cor-
poration to pay an amount, that was outstand-
ing at that time, minus such part, if any, 
thereof as would he, if the amount were paid 
by the corporation in its 19i2 fiscal year, 
deductible in computing its income for its 1972 
fiscal year, or 
(ix) the amount of any reserve deducted in 
computing the corporation's income for its 
1971 fiscal year under Part II I of The C or-
porations Tax Act as it read in its application 
to that fiscal year; New. 
(i) "taxable Canadian corporation" means a corpora-
tion that, 
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(Can.) 
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(i) was a Canadian corporation at the time any 
dividend in respect of which the expression 
is rclevan t was received or deemed to have been 
received, and 
(ii) was not, by virtue of a statutory pro\·1s10n, 
exempt from tax under Part I of the Income 
Tax Act (Canada) for the fiscal year of the 
corporation during which the dividend was 
received or deemed to have been received; New. 
(j) "taxable dividend" means a dividend in respect 
of which the corporation paying the dividend has 
not elected in accordance with section 83 of the 
Income Tax Act (Canada) in respect of the full 
amount thereof; 1Vew. 
(k) "tax-paid undistributed surplus on hand" of a 
corporation at any particular time means the 
amount, if any, by which the aggregate of, 
(i) the lesser of, 
(A) the amount that the corporation's 
tax-paid undistributed income, within 
the meaning of the Income Tax Act 
(Canada) as it read in its application 
to the 1971 fiscal year, would be, if that 
Act as it so read were applicable to the 
period consisting of that part of the 
corporation's 1972 fiscal year that is 
before 1972, as of the end of 1971, and 
(B) the amount that the corporation's 
1971 undistributed income on hand, as 
determined for purposes of the Income 
Tax Act (Canada), would be on January 
1, 1972 if subsection 4 of section 196 
of the lncome Tax Act (Canada) were 
read without reference to paragraph d 
thereof, 
(ii) all amounts on which, before the particular 
time, tax has been paid by the corporation 
under Part IX of the Income Tax Act (Canada), 
minus all amounts of that tax, and 
(iii) all amounts each of which is an amount 
in respect of a dividPnd received by the 
corporation on a share of any class of the 
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capital stock of another corporation after 
1971 and before the particular time, equal 
to the amount, if any, by which, 
(A) that proportion of such part of the 
whole dividend paid by the other 
corporation on all shares of that class 
at the time it paid the dividend so 
received by the corporation as was 
payable out of the other corporation's 
tax-paid undistributed surplus on hand, 
that the dividend so received by the 
corporation is of the whole dividend 
so paid by the other corporation, 
exceeds 
(B) 85 /15 of the amount, if any, that the 
Minister of National Revenue for 
Canada was, before the particular 
time, required by subsection 2 of 
1249 
section 196 of the Income Tax Act rn~o~:li,c.s3 
(Canada) to pay to the corporation in 
respect of the dividend so received 
by it, 
exceeds the aggregate of such of the dividends 
that became payable by the corporation before 
the particular time as were payable out of the 
corporation's tax-paid undistributed surplus on hand; 
and, New. 
(l) " 1971 capital surplus on hand" of a corporation at 
any particular time means the amount, if any, by 
which the aggregate of, 
(i) the tax equity of the corporation at the end 
of its 1971 fiscal year, 
(ii) all amounts each of which is an amount in 
respect of a capital property of the corpora-
tion owned by it on December 31, 1971 and 
disposed of by it after that date and before 
the particular time, equal to the amount, if 
any, by which the lesser of its fair market 
value on the day fixed by proclamation for 
the purposes of Subdivision Band the corpora-
tion'5 proceeds of di5position thereof exceeds 
its actual cost to the corporation determined 
without reference to the Corporations Tax 
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(iii) all amounts each of which is an amount in 
respect of a capital property owned by it at 
the end of its 1971 fiscal year or acquired by 
it thereafter and disposed of by the corpora-
tion before 1972, equal to the amount, if any, 
by which the corporation's proceeds of disposi-
tion thereof exceeds its actual cost to the 
corporation determined without reference to 
the Corporations Tax Application Rules, 1972, 
(iv) all amounts each of which is an amount in 
respect of a dividend received by the cor-
poration on a share of the capital stock of 
another corporation after 1971 and before the 
particular time, which amount was, by virtue 
of subsection 1 of section 77, not included in 
computing the income of the corporation by 
virtue of this Subdivision, minus such portion, 
if any, of that amount as was payable out of 
the other corporation's tax-paid undistributed 
surplus on hand, and 
' 
(iv.1) all amounts each of which is an amount in 
respect of an eligible capital amount, within 
the meaning given to that expression by sub-
section 1 of section 18, in respect of a business 
carried on by the corporation that became pay-
able to the corporation in a fiscal year com-
mencing after the time the corporation last 
became a private corpora ti on and ending before 
the particular time, equal to the amount, if 
any, by which, 
(A) the amount that the eligible capital 
amount would be but for the provisions 
of the Corporations Tax Application 
Rules, 1972 relating to section 18, 
exceeds 
(13) the eligible capital amount, 
exceeds the aggregate of, 
(v) the paid-up capital of the corporation at the 
end of its 1971 fiscal year in respect of all of 
the shares of its capital stock, 
(vi) the amount that the corporation's undis-
tributed income on hand, within the meaning 
given to that expression by the Income Tax Act 
(Canada) as it read in its application to the l 9i l 
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fiscal year, would be at the end of its 1971 fiscal 
year if, 
(A) that Act as it so read were read with-
out reference to subparagraph iii of 
paragraph a of subsection l of section 
82 thereof, and 
(B) references in paragraph a of subsection 
1 of section 82 of that Act, except sub-
suhparagraph A of subparagraph vii, 
thereof to "1917" >Vere read as refer-
ences to "l 950", 
{vii) all amounts each of which is an amount in 
respect of a capital property, other than de-
preciable property, of the corporation owned 
hy it on December 31, 1971 and disposed of 
by it after that date and heiore the par-
ticular time, equal to the amount, if any, 
by which its actual cost to th!~ corporation 
determined without reference to the Corpora-
tions Tax Application Rules, 1972 exceeds the 
greater oI the fair market value of the prop-
erty on the day fixed by proclamation for 
the purposes of Subdivision 13 and the cor-
poration's proceeds of disposition thereof, 
(viii) all amounts each of which is an amount in 
respect of a capital property, other than de-
preciable property, owned by it at the end of 
its 1971 fiscal year or acquired by it there-
after and disposed of by it before 1972, equal 
to the amount, if any, by which its actual 
cost to the corporation determined without 
reference to the Corporations Tax Application 
Rules, 1972 exceeds the corporation's proceeds 
of disposition thereof, and 
(ix) all amounts each of \Vhich is an amount in 
respect of a dividend that becarrn~ payable by 
thl' corporation before the particular time, 
equal to the portion, if any, thereof payable 
out of its 1971 capital :-:,urplus on hand. !Vew. 
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(la) In subsection 1, "the day fixed hy proclamation for~:ylixed 
tlw purposes of Subdivision B" is the day fixed hy proclamatio11 f~f0:.\~~~~~on 
for the purposes of Subdivision c of Division B of Part I of(can.) 
the l ncmne Tax A ct (Canada). N cw. 
(2) Notwithstanding clause l of subsection 1, a life in,;ur-~~~\tal 
ance corporation's 1971 capital surplus on hand at any par-~~i;fJ~n~e 
ticular timl' is the amount if anv by which the aggrcgatl' of,insurance 
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(a) all amounts each of which is an amount in respect 
of any property disposed of by the corporation after 
1968 and before 1972 that would, if the property had 
been disposed of after 1972, have been a capital 
property of the corporation, equal to the amount, 
if any, by which the proceeds of disposition of the 
property exceed the cost to the corporation thereof; 
and 
(b) the amount determined under subclause ii of clause l 
of subsection 1 in respect of the corporation at the 
particular time, 
exceeds the aggregate of, 
(c) all amounts each of which is an amount in respect 
of any property described in clause a, equal to the 
amount, if any, by which the cost to the corporation 
of the property exceeds the proceeds of disposition 
thereof; 
(d) the amount determined under subclause vii of clause l 
of subsection 1 in respect of the corporation at the 
particular time; and 
(e) all amounts each of which is an amount in respect 
of a dividend that became payable by the cor-
poration before the particular time, equal to the 
portion, if any, thereof payable out of its 1971 
capital surplus on hand. New. 
SUBDIVISION H -SHAREHOLDERS OF 
CORPORATIONS NOT RESlDENT IN CANADA 
84. In computing the income for a fiscal year of a cor-
poration resident in Canada, there shall be included any 
amounts received by the corporation in the fiscal year as, 
on account or in lieu of payment of, or in satisfaction of, 
dividends on a share owned by it of the capital stock of a 
c.orporation not resident in Canada_ New. 
Suumv1s10N I-PARTNERSHIPS 
AND THEIR ME11IBERS 
85. -(1) Where a corporation is a member of a partner-
ship, its income, net capital loss, non-capital loss and restricted 
farm loss, if any, for a fiscal year, or its taxable income 
earned in Canada for a fiscal year, as the case may be , shall 
be computed as if, 
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(a) the partnership were a separate person resident in 
Canada; 
(b) the taxation year of the partnership were its fiscal 
year; 
(c) each partnership act1v1ty, including the ownership 
of property, were carried on by the partnership as a 
separate person, and a computation were made of 
the amount of, 
(i) each taxable capital gain and allowable 
capital loss of the partnership from the dis-
position of property, and 
(ii) each income and loss of the partnership from 
each other source or from sources in a par-
ticular place, 
for each fiscal year of the partnership; 
(d) each income or loss of the partnership for a fiscal 
year were computed as if no deduction were per-
mitted by subsection 1 of section 62, section 63 or 
the provisions of the Corporations Tax Application 
Rules, 1972 relating to exploration and development 
expenses; 
(e) each gain of the partnership from the disposition 
of land used in a farming business of the partnership 
were computed as if this Act were read without 
reference to clause h of subsection 1 of section 55; 
(j) the amount of the income of the partnership for a 
fiscal year from any source or from sources in a 
particular place were the income of the corporation 
from that source or from sources in that particular 
place, as the case may be, for the fiscal year of the 
corporation in which the partnership's fiscal year 
ends, to the extent of the corporation's share thereof; 
and 
(g) the amount of the loss of the partnership for a fiscal 
year from any source or from sources in a particular 
place were the loss of the corporation from that source 
or from sources in that particular place, as the case 
may he, for the fiscal year of the corporation in which 
the partnership's fiscal year ends, to the extent of 
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(2) The provisions of this Subdivision shall be read and 
construed as if each of the assumptions in clanses a to g of 
subsection 1 were made. New. 
86.-(1) Where at any time after 1971 a partnership has 
acquired property from a person who was, immediately after 
that time, a member of the partnership, the partnership shall 
be deemed to have acquired the property at an amount equal 
to its fair market value at that time and the person shall 
be deemed to have disposed of the property for proceeds 
equal to that fair market value. New. 
(2) Notwithstanding any other provision of this Act, where 
at any time after 1971 a Canadian partnership has acquired 
property from a person who was, immediately after that 
time, a member of the partnership, if all the persons who 
immediately after that time were members of the partner-
ship have jointly so elected in respect of the property in the 
prescribed form and within the prescribed time, the following 
rules apply: 
(a) the amount that all of those persons have agreed 
upon in their election in respect of the property 
shall be deemed to be the person's proceeds of 
disposition of the property and the amount for which 
the partnership acquired the property; 
(b) the amount, if any, by which the amount so elected 
in respect of the property exceeds the amount of the 
consideration, other than an interest in the partner-
ship, received by the person for the property shall, 
(i) if immediately before that time the person 
was a member of the partnership, be included 
in computing the adjusted cost base to him 
of his interest in the partnership, and 
(ii) in any other case, be included in computing 
the cost to him of his interest in the partner-
ship; 
(c) where the amount that all of those persons have 
agreed upon in their election in respect of the 
property is greater than the fair market value, at 
the time of the disposition, of the property so 
disposed of, the amount so agreed upon shall, 
irrespective of the amount actually so agreed upon, 
be deemed to be an amount equal to that fair 
market value; and 
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(d) notwithstanding clause c, where the amount that 
all of those p-ersons have agreed upon in their 
election in respect of the property is less than the 
amount of the consideration, other than an interest 
in the partnership, received by the person for the 
property, the amount so agreed upon shall, irrespective 
of the amount so agreed upon, be deemed to be an 
amount equal to the amount of that consideration. 
New. 
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(3). Where at any time after 1971 a. partn~rship has ~~~~~·ty 
acqmred property from a person who was, immediately after acq_uii:ed from 
h . . . b f h ] . d ma1or1ty t e acqms1t1on, a mem er o t e partners up, an , interest 
partner 
(a) the person's share, as a member of the partnership, 
of the income of the partnership from any source for 
the fiscal year of the partnership in which the property 
was acquired exceeds one-half of the income ot the 
partnership from that source for the fiscal year; or 
(b) the amount that would, if the partnership were 
wound up immediately after the acquisition, be 
paid to the person as a member of the partnership, 
otherwise than as his share of any income of the 
partnership, exceeds one-half of the aggregate of all 
such amounts that would be so paid to all persons 
as members of the partnership, 
the loss, if any, of the person arising from the acquisition of 
the property by the partnership, 
(c) is, notwithstanding any other provision of this Act, 
not deductible in computing the income, net capital 
loss, non-capital loss or restricted farm loss, if any, 
of the person for any fiscal year; and 
(d) shall, 
(i) where immediately before that time the person 
was a member of the partnership, be included 
in computing the adjusted cost base to him 
of his interest in the partnership, and 
(ii) in any other case, be included in computing 
the cost to him of his interest in the partner-
ship. New. 
(4) Where subsection 2 has been applicable in respect of ~hTf:1 
the acquisition of any depreciable property hy a partnership co~t to 
f h · d' l f h d' d f partner rom a person w o was, nnrne iate y a ter e 1spose o exceeds 
proceeds of 
disposition 
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the property, a member of the partnership and the capital 
cost to the person of the property exceeds his proceeds of the 
disposition, for the purposes of sections 17 and 24 and any 
regulations made under clause a of subsection 1 of section 24, 
(a) the capital cost to the partnership of the property 
shall be deemed to be the amount that was the 
capital cost thereof to the person; and 
(b) the excess shall be deemed to have been allowed to 
the partnership in respect of the property under 
regulations made under clause a of subsection 1 of 
section 24 in computing income for fiscal years 
before the acquisition by the partnership of the 
property. l"lew. 
~ls-rr~~~~-n 87 .- (1) For the purposes of this Act, notwithstanding that 
shPpproperty at any time after 1971 a partnership would, but for this 




(a) until such time as all of the partnership property 
and any property substituted therefor has been 
distributed to the persons entitled by law to receive 
it, the partnership shall be deemed not to have 
ceased to exist , and each person \vho was a partner 
shall be deemed not to have ceased to be a partner ; 
and 
(b) the right of each such person to share in such 
property shall be deemed to be an interest in the 
partnership. New. 
(2) Where at any time after l 971 a person would, but for 
this subsection, be regarded as having ceased to be a member 
of a partnership of which he ·was a member immediately before 
that time, 
(a) until such time as all rights to receive any property 
of or from the partnership in satisfaction of the person's 
interest in the partnership immediately before that 
time arc satisfied in full, such interest , in this sub-
section referred to as a "continuing partnership 
interest", shall, notwithstanding any other provision 
of this Act, be deemed not to have been disposed of by 
the person and to continue to be an interest in the 
partnership; 
(b) a person who has a continuing partnership interest 
in the partnership shall, for the purposes of this Act , 
except subsections 2 to 4 of section 86, subsections 3 
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to 6 of this section, section 89, and section 91, be 
deemed to be a member of the partnership in respect of 
his continuing partnership interest therein; and 
(c) in its application to any property that is a con-
tinuing partnership interest in the partnership, 
clause a of subsection 3 of section 42 shall be read 
without reference to the words, "except clause b 
thereof", therein. New. 
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(3) Subject to subsection 3 of section 79 and subsection 4 n;icr:;:gs 
of this section, where at any time after 1971 a partnership P 
has disposed of property to a person who was, immediately 
before that time, a member of the partnership, the partnership 
shall be deemed to have disposed oI the property for proceeds 
equal to its fair market value at that time and the person 
shall be deemed to have acquired the property at an amount 
equal to that fair market value. New. 
(4) Where at any particular time after 1971 a Canadian ~ulll~able 
partnership has ceased to exist and all of the partnership w'ifetre hi 
. . par ners p 
property has been chstnbuted to persons who were members of ce?-ses to 
the partnership immediately before that time so that immedi- exist 
ately after that time each such person has, in each such property, 
an undivided interest that, when expressed as a percentage, 
in this subsection referred to as that person's "percentage", 
of all of the undivided interests in the property, is equal 
to his undivided interest, when so expressed, in each other such 
property, if each such person has jointly so elected in respect 
of the property in the prescribed form and within the pre-
scribed time, the following rules apply: 
(a) each such person's proceeds of the disposition of his 
interest in the partnership shall be deemed to be an 
amount equal to the greater of, 
(i) the adjusted cost base to him, immediately 
before the particular time, of his interest in the 
partnership, and 
(ii) the amount of any money received by him on 
the cessation of the partnership's existence, 
plus his percentage of the aggregate of amounts 
each of which is the cost amount to the partner-
ship of each such property immediately before 
its distribution; 
(b) the cost to each such person of his undivided interest 
in each such property shall be deemed to be an 
amount equal to, 
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(i) his percentage of the cost amount to the 
partnership of the property immediately before 
its distribution, 
plus, 
(ii) \vhere the amount determined undersubclause i 
of clause a exceeds the amount determined 
under subclause ii of clause a, the amount 
determined under clause c or d, as the case 
may be, in respect of his undivided interest in 
the property; 
(c) the amount determined under this clause in respect 
of each such person's undivided interest in each 
such property that was a capital property, other than 
depreciable property, of the partnership is such portion 
of the excess, if any, descrihed in subclause ii of 
clause b as is designated by him in respect of the 
property, except that, 
(i) in no case shall the amount so designated in 
respect of his undivided interest in any such 
property exceed the amount, if any, by which 
his percentage of the fair market value of the 
property immediately after its distribution 
exceeds his percentage of the cost amount to the 
partnership of the property immerliatcly hefore 
its distrihution, and 
(ii) in no case shall the aggregate of amounts 
so designated in respect of his undivided 
interests in all such capital properties, other 
than depreciahle property, exceed the excess, 
if any, described in su bclause ii of clause b; 
(d) the amount determined under this clause in respect 
of each such person's undivided interest in each such 
property that was depreciable property or a property 
other than a capital property of the partnership is 
such portion of, 
(i) the amount, if any, by which the excess, if any, 
descrihed in subclause ii of clause b exceeds 
the aggregate of amounts designated b~· him 
under clause c in respect of his undivided 
interests in all such capital properties, other 
than depreciable property, 
as is designated by him in respect of the property, 
except that, 
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(ii) in no case shall the amount so designated in 
respect of his undivided interest in any such 
property exceed the amount, if any, by which 
his percentage of the fair market value of the 
property immediately after its distribution 
exceedshispercentageofthecost amount to the 
partnership of the property immediately before 
its distribution, and 
(iii) in no case shall the aggregate of amounts so 
designated in respect of his undivided interests 
in all such properties that are depreciable 
property or properties other than capital 
properties, exceeds one-half of the amount 
determined under subclausc i in respect of 
him; 
(e) \Vhere the property so distributed by the partnership 
was depreciable property of the partnership of a 
prescribed class and any such person's percentage of the 
amount that was the capital cost to the partnership 
of that property exceeds the amount determined 
under clause b to be the cost to him of his undivided 
interest in the property, for the purposes of sections 17 
and 24 and any regulations made under clause a of 
subsection l of section 24, 
(i) the capital cost to him of his undivided interest 
in the property shall be deemed to be his 
percentage of the amount that was the 
capital cost to the partnership of the property, 
and 
(ii) the excess shall be deemed to have been 
allowed to him in respect of the property 
under regulations made under clause a of 
subsection I of section 24 in computing income 
for fiscal years before the acquisition by him 
of the undivided interest; and 
(j) the partnership shall be deemed to havl' disposed of 
each such property for proceeds equal to the cost 
amount to the partnership of the property immediately 
before its distribution. l\Tew. 
1259 
(5) Subsection 4 is not applicable in any case in which sub- At,plication 
. 3 f . 7(1 . l. bl \' o subs. 4 sect10n , o sect10n .,, ts app 1ca e. 1 · ew. 
Continuation 
(6) 'vVhere a Canadian partnership, in this suhsection °~~[~~~;~r;or 
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exist at any particular time after 1971 and, at or before 
that time, all of the property of the predecessor partnership 
has been transferred to another Canadian partnership, herein-
after referred to as the "new partnership", the only members 
of which were members of the predecessor partnership, the 
new partnership shall be deemed to be a continuation of the 
predecessor partnership and any member's partnership interest 
in the new partnership shall be deemed to be a continuation 
of his partnership interest in the predecessor partnership. 
New. 
88. Where, at any time in a fiscal year of a partnership, 
the partnership would, but for subsection 1 of section 87 
have ceased to exist, the fiscal year shall be deemed to have 
ended immediately before that time. New. 
~/~0~~t~~r~st 89.-(1) Notwithstanding clause a of section 40, a cor-
in at sh" poration's taxable capital gain for a fiscal year from the 
par ner. tp . • • • . • 
dtspos1t10n of an interest m a partnership to any person 
exempt from tax under section 122 shall be deemed to be, 
plus, 
(a) one-half of such portion of its capital gain for the 
year therefrom as may reasonably be regarded as 
attributable to increases in the value of any 
partnership property of the partnership that is 
capital property other than depreciable property, 
(b) the whole of the rematmng portion of such capital 
gam. 
a;~~!fti~n (2) In co_mpu~i~g a corporation's. gain for a fis_cal year 
of rnterest in from the d1spos1t10n of an mterest m a partnership, there 
partnership 
shall be included, in addition to the amount thereof determined 
under subsection 1 of section 42, the amount, if any, by which, 
(a) all amounts required by subsection 2 of section SS 
to be deducted in computing the adjusted cost base 
to the corporation, immediately before the dis-
position, of the interest in the partnership, 
exceeds 
(b) the aggregate of the cost to the corporation of the 
interest in the partnership and all amounts required 
by subsection 1 of section 55 to be added in computing 
the adjusted cost base to it, immediately before the 
disposition, of that interest. New. 
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90. Where a corporation was a member of a partnership at i?i·i~~~~it!on 
the end of a fiscal year of the partnership in which the?sed_in 
. . . . . l.arm1ng 
partnerslup disposed of land used m a farmmg business of business o.f 
I . h b d d d . . h partnership the partners i1p, t ere may e e ucte m computmg t e 
corporation's income for its fiscal year in which the fiscal 
year of the partnership ended, one-half of the aggregate of 
amounts each of which is an amount in respect of that fiscal 
year of the corporation or any previous fiscal year of the 
corporation ending after 1971, equal to the corporation's 
loss, if any, for the fiscal year from the farming business, 
to the extent that such loss, 
(a) was, by virtue of section 33, not deductible in com-
puting the corporation's income for the fiscal year; 
(b) was not deductible for the purpose of computing the 
corporation's taxable income for its fiscal year in 
which the partnership's fiscal year in which the land 
was disposed of ended, or for any previous fiscal 
year of the corporation; 
(c) did not exceed that proportion of the aggregate of, 
(i) taxes, other than income or profits taxes or 
taxes imposed by reference to the transfer of 
the property, paid by the partnership in its 
fiscal year ending in the fiscal year or payable 
by it in respect of that fiscal year to a province 
or a Canadian municipality in respect of the 
property, and 
(ii) interest paid by the partnership in its fiscal year 
ending in the fiscal year or payable by it in 
respect of that fiscal year, pursuant to a legal 
obligation to pay interest on borrowed money 
used to acquire the property or on any amount 
as consideration payable for the property, 
to the extent that such taxes and interest were in-
cluded in computing the loss of the partnership for 
that fiscal year from the farming business, that, 
(iii) the corporation's loss from the farming busi-
ness for the fiscal year, 
is of, 
(iv) the partnership's loss from the farming business 
for its liscal year ending in the fiscal year; and 
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(i) the aggregate of each of the corporation's 
losses from the farming business for fiscal years 
preceding the fiscal year, to the extent that 
such losses are included in computing the 
amount determined under this section in re-
spect of the corporation; 
is deducted from, 
(ii) two times the amount of the corporation's tax-
able capital gain from the disposition of the 
land. New. 
91. In this Subdivision "Canadian partnership" means a 
partnership all of the members of which were, at any time in 
respect of which the expression is relevant, resident in Canada. 
New. 
92.-(1) ·where the members of a partnership have agreed 
to share, in a specified proportion, any income or loss of the 
partnership from any source or from sources in a particular 
place, as the case may be, or any other amount in respect of 
any activity of the partnership that is relevant to the 
computation of the income or taxable income of any of the 
members thereof, and the principal reason for the agreement 
may reasonably be considered to be the reduction or postpone-
ment of the tax that might otherwise have been or become 
·payable under this Act, the share of each member of the 
partnership in the income or loss, as the case may he, or in 
that other amount, is the amount that is reasonable having 
regard to all the circumstances including the proportions in 
which the members have agreed to share profits and losses of 
the partnership from other sources or from sources in other 
places. 
(2) For the purposes of this section, the word "losses" when 
used in the expression "profits and losses" means losses 
determined without reference to other provisions of this 
Act. New. 
SUBDIVISION J-1.lENEFlCIARIES OF TRUSTS 
93.- (1) For the purposes of this Part , there shall be in-
cluded in computing the income of a corporation that is a 
beneficiary under a trust such part of the amount that would 
be the income of the trust for a fiscal year if no deduction 
were made under subsection 6 or 12 of section I 04 of th<' 
Income Tax Act (Canada) or under regnlatimts m01de und<'r 
paragraph a of subsection I of section 20 of the l11comc Ta x Act 
(Canada) as was payable in the fiscal year to the corpora tion 
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whether or not it was paid to it in that fiscal year and shall 
not be included in computing its income for a subsequent 
fiscal year in which it was paid. 
1263 
(2) A COTJ)Oration that is a beneficiary under a trust ma,, capital cos~ 
.J allowance 
deduct from the amount that would otherwise be its income dedudlon 
from the trust hy virtue of subsection 1, such part of the 
amount that would otherwise be deductible from the income 
of the trust for the fiscal year under regulations made under 
paragraph a of subsection 1 of section 20 of the Income Tax A ct t6:~~7/' c. 63 
(Canada), as the trust may determine. 
(3) Where an amount is 1iayable in a fiscal year hy a trust Depletion allowance 
to a corporation that is a beneficiary under the trust, no 
part of that amount shall he deemed, for the purpose of sub-
section 1, to be payable out of an amount deductible in com-
puting the income of the trust for the fiscal year under regu-
lations made under subsection 1 of section 65 of the Income 
Tax Act (Canada) except such part thereof as the trust 
designates as being so payable. 
(4) Such portion of, Portion of taxable 
dividends 
f 
. . . deemed to 
(a) the aggregate o taxable cbvtdends received by a trust be dividends 
. f . k f r•ece1ved by ma fiscal year on shares o the capital stoc o tax-beneficiary 
as, 
able Canadian corporations, 
(b) may reasonably be considered, having regard to all the 
circumstances including the terms and conditions 
of the trust arrangement, to he part of the amount 
that, by virtue of subsection 1 or section 94, as the 
case may he, was included in computing the income 
for the fiscal year of a corporation that was a 
particnlar beneficiary under the trust; and 
(c) was not designated by the trust in respect of any 
other beneficiary thereunder, 
shall if so designated hy the trust in respect of the corporation 
that was a particular beneficiary in the return of its income 
for the fiscal year under Part I of the Income Tax Act 
(Canada), be deemed, for the purposes of section 76 and this 
subsection, to be a taxable dividend received by that cor-
poration in the fiscal year from a taxable Canadian corpora-
tion, and not to be a taxable dividend received hy the trust 
in the fiscal year from a taxable Canadian corporation. 
(5) \Vhere an amount has in a fiscal )'ear become payable Portion or • ' non-taxable 
by a trust to a corporation that is a particular heneficiarydlvldentd• 
. not to )e 
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(a) may reasonably be considered, having regard to all 
the circumstances including the terms and conditions 
of the trust arrangement, to have derived from an 
amount received by the trust in the fiscal year as, 
on account or in lieu of payment of, or in satisfaction 
of a dividend on a share of the capital stock of a 
corporation resident in Canada other than a taxable 
dividend; and 
(b) was not designated by the trust in respect of any 
other beneficiary thereunder, 
shall, if so designated by the trust in respect of the corpora-
tion that was a particular beneficiary in its return of income 
for the fiscal year under Part I of the Income Tax Act 
(Canada), not be included in computing the income of the 
corporation that was a particular beneficiary of the trust 
for the fiscal year. 
(6) Such portion of, 
as, 
(a) the amount, if any, by which the aggregate of the 
taxable capital gains of a trust for a fiscal year 
exceeds the aggregate of, 
(i) its allowable capital losses for the fiscal year, 
and 
(ii) the amount, if any, deductible under paragraph 
bofsubsection 1 of section 111 of the! ncome Tax 
A ct (Canada) from its income for the fiscal year, 
(b) may reasonably be considered, having regard to all 
the circumstances including the terms and concli-
tions of the trust arrangement, to be part of the 
amount that, by virtue of subsection 1 or section 9-1, 
as the case may be, was included in computing the 
income for the fiscal year of a corporation that was 
a particular beneficiary under the trust; and 
(c) was not designated by the trust in respect of any 
other beneficiary thereunder, 
shall, if so designated by the trust in respect of the corporation 
that was a particular beneficiary in the return of its income 
for the fiscal year under Part I of the Income Tax A ct 
(Canada), be deemed, for the purposes of sections 12 and 99. 
to be: a taxable capital gain for the fiscal year of that cor-
poration from the disposition of capital property. 
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(7) For the purposes of subsections 1 and S, an amount ~~~~f;.~ 
shall not he considered to be payable in the fiscal year 
unless it was paid in the fiscal year to the person to whom it 
was payable or he was entitled in that fiscal year to enforce 
payment thereof. New. 
94. The value of all benefits, other than a distribution ~~~=~\~ust. 
or payment of capital, to a corporation during a fiscal year contract, etc. 
from or under a trust, contract, arrangement or power of 
appointment, irrespective of when made or created, shall be 
included in computing the corporation's income for the fiscal 
year. New. 
95.-( 1) Where an amount in respect of a corporation's l~~~~:t 
income interest in a trust has been included in computing the in trust 
corporation's income for a fiscal year by virtue of subsection l 
of section 93 or subsection 2 of this section, there may be 
deducted in computing the corporation's income for the 
fiscal year the lesser of, 
(a) the amount so included in computing its income for 
the fiscal year; and 
(b) the amount, if any, by which the cost to the corpora-
tion of the income interest exceeds the aggregate 
of all amounts in respect of the interest that were 
deductible by virtue of this subsection in computing 
the corporation's income for previous fiscal years. 
(2) Where in a fiscal year a corporation disposes of an ~isposition 
income interest in a trust, corporation 
(a) except where subsection 3 is applicable, there shall be 
included in computing the corporation's income for 
the fiscal year the proceeds of the disposition; 
(b) any taxable capital gain or allowable capital loss of 
the corporation from the disposition shall be deemed 
to be nil ; and 
(c) for greater certainty, the cost to the corporation of 
each property received by it as consideration for the 
disposition is the fair market value of the property 
at the time of the disposition. 
of income 
interest 
(3) For greater certaintv where at anv time any propert v P.roce~tl~ of .., ' .; J dn;pos1t1on 
of a trust has been distributed by the trust to a corporation of income 
h b fi . d h . . f . f II mterest t at was a enc ciary un er t e trust rn sat1s act10n o a or 
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cit'('med to have disposed of the property for proceeds of 
disposition equal to the fair market value of the property at 
that time. New. 
96.-(1) Where a corporation has disposed of a capital 
interest in a trust, 
(a) for the purposes of computing the corporation's tax-
able capital gain, if any, from the disposition of the 
interest, the adjusted cost base to the corporation there-
of immediately before the disposition shall be deemed 
to be an amount equal to the greater of the adjusted 
cost base to it thereof otherwise determined immedi-
ately before that time and the cost amount to it of 
the interest immediately before that time; and 
(b) for greater certainty, for the purposes of computing 
the corporation's allowable capital loss, if any, from 
the disposition of the interest, the adjusted cost base 
to the corporation thereof immediately before the 
disposition is the adjusted cost base to it of the interest 
immediately before that time as determined under 
this Act without reference to clause a, 
except that where the interest was an interest in an inter vivos 
trust not resident in Canada that was purchased by the 
c_orporation, clause a does not apply in respect of the dis-
position thereof except where subsection 2 is applicable in 
respect of any distribution of property by the trust to the 
corporation in satisfaction of all or any part of the interest. 
(2) Where at any time any property of a trust has been 
distributed by the trust to a corporation that was a benefi-
ciary under the trust in satisfaction of all or any part of the 
corporation's capital interest in the trust, the following rules 
apply, 
(a) the trust shall be deemed to have disposed of the 
property for proceeds of disposition equal to its cost 
amount to the trust immediately before that time ; 
(b) the corporation shall be deemed to have acquired the 
property at a cost equal to the aggregate of its cost 
amount to the trust immediately before that time and 
that proportion of the amount, if any , by which , 
(i) the adjusted cost base to the corporation of the 
capital interest immediately before that time as 
determined for the purposes of clause b of 
subsection 1, 
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exceeds 
(ii) the cost amount to the corporation of the 
capital interest immediately before that time, 
that the cost amount to the trust of the property 
immediately before that time is of the amount 
determined under subclause ii; 
(c} the corporation shall be deemed to have disposed of 
all or part, as the case may be, of the capital interest 
for proceeds equal to the cost at which the corporation 
is deemed by clause b to have acquired the property, 
minus the amount of any debt assumed hy the 
corporation or of any other legal obligation assumed 
by it to pay any amount, if the distribution of the 
property to the corporation was conditional upon the 
assumption by the corporation of the debt or obliga-
tion; and 
(d) where the property so distributed was depreciable 
property of a prescribed class of the trust and the 
amount that was the capital cost to the trust of 
that property exceeds the cost at which the corpora-
tion is deemed by this section to have acquired the 
property, for the purposes of sections 17 and 24 and 
any regulations made under clause a of subsection 1 
of section 24, 
(i) the capital cos t to the corporation of the 
property shall be deemed to be the amount 
that \Vas the capital cost of the property to the 
trust, and 
(ii) the excess shall be deemed to have been al-
lowed to the corporation in respect of the pro-
perty under regulations made under clause a 
of subsection 1 of section 24 in computing 
income for fiscal years before the acquisition by 
the corporation of the property. 
1267 
(3) Where the property referred to in subsection 2 that was toetermr ina-t 
. • 1011 0 cos 
d1stnbuted by a trust to a corporation was property, other of property 
· . other than 
than capital property that was not depreciable property, for non- . 
h f d . . h h . f l depreciable t e purposes o etcrmmrng t e cost to t e corporat10n o t 1e capit11.J 
property under clause b of subsection 2, except for the pur- property 
poses of clause b of subsection 2 as it applies to determine the 
corporation's proceeds of disposition of its capital interest 
under clause c of subsection 2, the reference in clause b of sub-
section 2 to "that proportion" shall be read as a reference to 







c. 63 (Can.) 
Interpre-
tation 
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(4) Where subsection 2 is applicable in respect of the distri-
bution by a trust of any property of the trust to a non-
resident corporation that was a beneficiary under the trust and 
the property was not taxable Canadian property or property 
that would be taxable Canadian property if at no time in the 
fiscal year of the trust in which it was so distributed the trust 
had been resident in Canada, notwithstanding clauses a to c of 
subsection 2, the provisions of paragraphs d to J of subsection 4 
of section 107 of the Income Tax Act (Canada) are applicable in 
respect of the property as if the reierence in paragraph] of sub-
section 4 of section 107 of that Act to "that fair market value" 
were read as a reference to "the adjusted cost base to him of 
the interest or part thereof, as the case may be, immediately 
before the property was so distributed". 
U7 .-(1) In this Subdivision, 
(a) "beneficiary" under a trust includes a person benefi-
cially interested therein; 
(b) "capital interest" of a corporation in a trust means a 
right, whether immediate or future and whether 
absolute or contingent, of a corporation that is a 
beneficiary under the trust to, or to receive, all or 
any part of the capital of a trust; 
(c) "cost amount" of any capital interest of a corporation 
in any trust at any time means, 
(i) in any case where any money or property of the 
trust has been distributed by the trust to the 
corporation in full satisfaction of the whole of 
its capital interest, whether on the winding-up 
of the trust or otherwise, the aggregate of the 
money so distributed and all amounts each of 
which is the cost amount to the trust, immedi-
ately before the distribution, of each such 
property so distributed to the corporation, and 
(ii) in any other case, that proportion of the 
amount, if any, by which the aggregate of all 
money of the trust on hand immediately before 
that time and all amounts each of which is the 
cost amount to the trust, immediately before 
that time, of each property of the trust exceeds 
the aggregate of all amounts each of which is 
the amount of any debt owing by the trust , or 
of any other obligation of the trust to pay any 
amount, that was outstanding imrnedia tely 
before that time, that, 
(A) the fair market value at that time of 
the capital interest in the trust, 
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is of, 
(B) the fair market value at that time of all 
capital interests in the trust; 
(d) "income interest" of a corporation in a trust means 
a right, whether immediate or future and whether 
absolute or contingent, of a corporation that is a 
beneficiary under the trust to, or to receive, all or 
any part of the income of the trust; 
(e) "inter vivos trust" means a trust other than a 
testamentary trust; 
(f} "trust" includes an inter vivas trust but, in sections 
94 to 96, does not include, 
(i) a unit trust, or 
(ii) a trust governed by a registered pension fund 
or plan, an employees profit sharing plan, a 
registered supplementary unemployment bene-
fit plan, a registered retirement savings plan or 
a deferred profit sharing plan. 
1269 
(2) For the purposes of this Act a trust is a unit trust atMeanlni;- of . . . . ' . . . expression 
any particular time tf, at that time, 1t was an inter vivos trust"unit ~rusV' 
the interest of each beneficiary under which was described by 
reference to units of the trust, and, 
(a) the issued units of the trust included, 
(i) units having conditions attached thereto 
that included conditions requiring the trust to 
accept, at the demand of the holder thereof and 
at prices determined and payable in accor-
dance with the conditions, the surrender of the 
units, or fractions or parts thereof, that are 
fully paid, or 
(ii) units qualified in accordance with prescribed 
conditions relating to the redemption of the 
units by the trust, 
and the fair market value of such of the units as had 
conditions attached thereto that included such 
conditions or as were so qualified, as the case may 
be, was not less than 95 per cent of the fair market 
value of all of the issued units of the trust, such fair 
market values being determined without regard to any 
voting rights attaching to units of the trust; or 
(b} throughout the fiscal year in which the particular time 
occurred it complied with the following conditions, 
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(ii) its only undertaking was the investing of 
funds of the trust, 
(iii) at least 80 per cent of its property throughout 
the year consisted of shares, boncL.,, mortgages, 
marketable securities, or cash, or of rights to or 
interest in any rental or royalty computed by 
reference to the amount or value of production 
from an oil or gas well, or from a mineral 
resource, situated in Canada, 
(iv) not less than 95 per cent of its income for the 
fiscal year was derived from, or from dis-
positions of, investments described in sub-
clause iii, 
(v) at no time in the fiscal year did more than 
10 per cent of its property consist of shares, 
boncL., or securities of any one corporation or 
debtor other than Her :Majesty in right of 
Canada or a province or a Canadian munici-
pality, and 
(vi) all holdings of and transactions, if any, in its 
units accorded with prescribed conditions 
relating to the number of its unit holders, 
dispersal of ownership of its units and public 
trading of its units. 
(3) For the purposes of clause d of subsection 1 of section 
97, the income of a trust is its income computed without 
reference to the provisions of this Act. New. 
Drvrsrox (-COMPUTATION OF TAXABLE INCOME 
98.-(1) For the purpose of computing the taxable income 
of a corporation for a fiscal year, there may be deducted from 
its income for the fiscal year such of the following amounts as 
are applicable; 
(a) the aggregate of gifts made by the corporation in the 
fiscal year, and in the immediately preceding fiscal 
year, to the extent of the amount thereof that was 
not deductible under this Act in computing the 
taxable income of the corporation for that immediately 
preceding fiscal year, to, 
(i) registered Canadian charitable organizations, 
(ii) registered Canadian amateur athletic asso-
ciations, 
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(iii} housing corporations resident in Canada and 
exempt from tax under Part II by clause f of 
subsection 1 of section 122, 
(iv} Her Majesty in right of any province of Canada 
other than Ontario and any Canadian munici-
pality, 
(v) the United Nations or agencies thereof, 
(vi) universities outside Canada prescribed to be 
universities the student body of which ordin-
arily includes students from Canada, and 
(vii) charitable organizations outside Canada to 
which Her Majesty in right of Canada has 
made a gift during the fiscal year or the 12 
months immediately preceding that fiscal 
year, 
not exceeding 20 per cent of the income of the cor-
poration for the fiscal year, if payment of the amounts 
given is proven by filing receipts or photostatic 
reproductions thereof with the '.\1inister that, in the 
case of a donation to a registered Canadian charitable 
organization or registered Canadian amateur athletic 
association, contain prescribed information; R.S.O. 
1970, c. 91, s. 37 (1), par. 1, amended. 
1271 
(b) the aggregate of gift~ made .by th~ corporation. in ~~f;s to 
the fiscal year, and rn the immediately precedmg Majesty 
fiscal year, to the extent of the amount thereof that 
was not deductible under this Act in computing the 
taxable income of the corporation for that imme-
diately preceding fiscal year, to Her Majesty in right 
of Canada and of Ontario, not exceeding the amount 
remaining, if any, when the amount deducted for the 
fiscal year under subsection 1 is deducted from the 
income of the corporation for the fiscal year, if pay-
ment of the amounts given is proven by filing receipts 
or photostatic reproductions thereof with the Minister. 
R.S.O. 1970, c. 91, s. 37 (1) , par. 2. 
(2) Clauses a and b of subsection 1 do not apply to permit a Application 
. of subs. 1. 
corporation to deduct, for the purp0ses of computing its (a, b) 
taxable income for a fiscal year, any amount in respect of 
gifts made by the corporation in the fiscal year, until t he 
amount deductible under those clauses in respect of gifts made 
by the corporation in the immediately preceding fiscal year 
has been deducted. R.S.O. 1970, c. 91, s. 37 (5) . 
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Gifts made by 
partnership (3) Where a corporation was, at the end of a fiscal year of 
a partnership, a member of the partnership, the corporation's 
share of any amount that would, if the partnership were a 
person, be a gift made by the partnership to any donee, shall, 
for the purposes of this section, be deemed to be a gift made by 
the corporation in its fiscal year in which the fiscal year of 
the partnership ended, to that donee. New. 
Interpre-
tation 
1970-71, c. 63 
(Can.) 
(4) In this section, 
(a) "registered Canadian amateur athletic association" 
means an association that was created under any 
law in force in Canada, that is resident in Canada, and 
that, 
(i) is a person describedinparagraph lofsubsection 
1 of section 149 of the Income Tax A ct (Canada), 
and 
(ii) has, as its primary purpose and its primary 
function, the promotion of amateur athletics 
in Canada on a nationwide basis; and New 
(b) "registered Canadian charitable organization" means, 
(i) a charitable organization in Canada exempt 
from tax under Part I of the Income Tax Act 
(Canada) by paragraph f of subsection 1 of sec-
tion 149 thereof or a corporation or trust resi-
dent in Canada exempt from tax under Part I 
of the Income Tax Act (Canada) by paragraphg 
or h of subsection 1 of section 149 thereof, or 
(ii) a branch, section, parish, congregation or other 
division of an organization described in sub-
clause i that receives donations on its own 
behalf, 
that, except as otherwise designated by the :\Iinister, 
has been registered as a Canadian amateur athletic associa-
tion or a Canadian charitable organization, as the case may 
be, in respect of the same year by the l\Iinister of National 
Revenue for Canada under subsection 8 of section 110 of the 
Income Tax Act (Canada) and except as otherwise designated 
by the Minister, the registration has not been revoked by the 
Minister of National Revenue for Canada under sub,;ection 2 of 
section 168 of the Income Tax Act (Canada). R.S.O. 1070, 
c. 91 , s. 37 (6,8) , amended. 
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99.- (1) For the purpose of computing the taxable income ~.i'J~~~ible 
of a corporation for a fiscal year, there may be deducted 
from the income for the fiscal year such of the following 
amounts as are applicable; 
(a) non-capital Losses for the five fiscal years immediately fo~~;;apital 
preceding and the fiscal year immediately following 
the fiscal year, but no amount is deductible in 
respect of non-capital losses from the income of any 
fiscal year except to the extent of the corporation's 
income for the fiscal year minus all deductions per-
mitted by the provisions of this Division other than 
this clause or clause b; R.S.O. 1970, c. 91, s. 37 (1), 
par. 3, amended. 
(b) net capital losses for fiscal years preceding and the ~~~ec5apital 
fiscal year immediately following the fiscal year, but 
no amount is deductible in respect of net capital 
losses from the income of any fiscal year except to the 
extent of the lesser of, 
(i) the amount, if any, by which the corporation's 
income for the fiscal year exceeds the aggregate 
of all deductions permitted by the provisions 
of this Division other than this clause, and 
(ii) the amount, if any, determined under clause b 
of section 12 in respect of the corporation for 
the fiscal year; New. 
(c) restricted farm losses of the corporation for the five f;,~~ricted 
fiscal years immediately preceding and the fiscal year losses 
immediately following the fiscal year, but no amount 
is deductible in respect of a restricted farm loss 
from the income for any fiscal year except to the 
extent oft he lesser of, 
(i) the corporation's income for the fiscal year 
minus all deductions permitted by the pro-
visions of this Division other than this sub-
section, and 
(ii) the corporation's incomes for the fiscal year 
from all farming businesses carried on by it. 
R.S.O. 1970, c. 91, s. 37 (4), amended. 
(2) For the purposes of subsection l, 
(a) an amount in respect of a non-capital loss, net capital 
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fiscal year is only deductible to the extent that it 
exceeds the aggregate of, 
(i) amounts previously deductible m respect of 
that loss under this section, and 
(ii) amounts previously subtracted in respect of 
that loss under paragraph cord of subsection 1 
of section 186 of the Income Tax Act (Canada) 
in determining amounts on which tax under 
Part TV of that Act has become payable; and 
(b) no amount is deductible in respect of a non-capital 
loss, net capital loss or restricted farm loss, as the 
case may be, for any fiscal year until, 
(i) in the case of a non-capital loss, the deductible 
non-capital losses, 
(ii) in the case of net capital loss, the deductible 
net capital losses, and 
(iii) in the case of a restricted farm loss, the 
deductible restricted farm losses, 
for previous fiscal years have been deducted. R.S.O. 
1970, c. 91, s. 37 (1, 2), amended. 
(3) Subsection 1 does not apply to permit a corporation to 
deduct, for the purpose of computing its taxable income for a 
fiscal year, any amount in respect of its net capital loss for a 
preceding fiscal year if, before the end of the fiscal year, 
control of the corporation has been acquired by a person or 
persons who did not at the end of that preceding fiscal year, 
control the corporation. R.S.O. 1970, c. 91, s. 37 (2), amended. 
(4) Subsection 1 does not apply to permit a corporation to 
deduct, for the purpose of computing its taxable income for 
a fiscal year, such portion of its non~capital Loss for a pre-
ceding fiscal year as may reasonably be regarded as its loss 
from carrying on any particular business if, 
(a) control of the corporation has been acquired, before 
the end of the fiscal year, by a person or persons who 
did not, at the end of that preceding fiscal year, con-
trol the corporation and the corporation was not, 
during the fiscal year, carrying on that business ; or 
(b) control of the corporation wa~ acquired , before the 
end of the fiscal year and after the winding-up or dis-
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continuance of that business, by a person or persons 
who did not control the corporation at any time during 
that preceding fiscal year when that business was 
being carried on. R.S.O. 1970, c. 91, s. 37 (2, 3), 
amended. 
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(5) For the purposes of clause h of subsection 1 of section Limitation 
55 and this section, any loss of a corporation for a fiscal year 
from a farming business shall, after the corporation disposes 
of the land used in that farming business and to the extent 
that the amount of such loss is required by clause h of 
subsection 1 of section 55 to be added in computing the 
adjusted cost base to the corporation of the land imme-
diately before the disposition, be deemed not to be a loss. New. 
(6) For the purposes of this section, any loss of a corporation Idem 
for a fiscal year from a farming business shall, to the extent 
that such loss is included in the amount of any deduction per-
mitted by section 90 in computing the corporation's income 
for any subsequent fiscal year, be deemed not to be a loss of the 
corporation for the purpose of computing its taxable income 
for that subsequent fiscal year or any fiscal year subsequent 
thereto. R.S.O. 1970, c. 91, s. 37 (4), amended. 
(7) In this section, 
(a) "net capital loss" of a corporation for a fiscal year 
means the amount, if any, by which its allowable 
capital losses for the fiscal year from dispositions of 
property, other than listed personal property, exceeds 
the aggregate of its taxable capital gains for the 
fiscal year from dispositions of property, other than 
listed personal property, and its taxable net gains 
for the fiscal year from dispositions of its listed 
personal property; 
(b) "non-capital loss" of a corporation for a fiscal year 
means the amount, if any, by which, 
(i) the aggregate of all amounts each of which is 
the corporation's loss for the fiscal year from 
a business or property and all amounts 
deductible under section 100 from the cor-
poration's income for the fiscal year, 
exceeds 
(ii) the amount determined under clause c of 
section 12; and 
Interpre-
tation 
(c) a reference to any amount determined under any ~e~·er~n<'e 
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shall be read as a reference to, in the case of a corpora-
tion to ·which subsection 2 or 3 of section 2 applies, 
the amount determined under any such clause or 
subclause for the fiscal year for the purposes of 
section 101. New. 
100.-(1) Where a corporation in a fiscal year has received 
a taxable dividend from, 
(a) a taxable Canadian corporation; 
(b) a corporation resident in Canada, other than a non-
resident-owned investment corporation, and con-
trolled by it; or 
(c) a corporation non-resident of Canada more than .25 
per cent of the issued share capital of which, having 
full voting rights under all circumstances, belongs to 
the corporation receiving the dividend, 
an amount equal to the dividend may be deducted from the 
income of the receiving corporation for the fiscal year for the 
purpose of computing its taxable income. R.S.0. 1970, c. 91, 
s. 38 (1 }, amended. 
(2) Where a corporation in a fiscal year received a taxable 
dividend from a non-resident corporation that is taxable under 
subsection 3 of section 2 of the Income Tax Act (Canada) for 
that fiscal year, the corporation shall deduct from its income 
for the same fiscal year the same amount in respect of such 
dividends as the corporation was allowed to deduct under 
subsection 2 of section 112 of the Income Tax Act (Canada). 
R.S.O. 1970, C. 91, S. 38 (2). 
(3) Where an amount in respect of a taxable dividend re-
ceived by a corporation, other than a trader or dealer in 
securities, in a fiscal year is, by virtue of this section or sub-
section 6 of section 138 of the Income Tax Act (Canada) 
deductible from the corporation's income for the fiscal year, 
the amount of any loss arising from transactions with reference 
to the share on which the dividend was received shall , unless 
it is established by the corporation that, 
(a) the corporation mvned the share 365 days or longer 
before the loss was sustained; and 
(b) the corporation did not, at the time the dividend was 
received, own more than 5 per cent of the issued shares 
of any class of the capital stock of the corporation 
from which the dividend was received , 
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be deemed to be the amount of that loss othenvise determin('d 
minus the aggregate of all amounts received hy the corporation 
in respect of taxable dividends on the share, to the extent that 
the amounts thereof were deductible from the corporation's 
income for any fiscal year hy virtue of this section or sub-
1277 
section 6 of section 138 of the Income Tax A ct (Canada). R S 0 1970-71, c. 63 · · ·(Can.) 
1970, C. <JJ, S. 38 (3). 
(4} The amount of any loss of a corporation that is a Loss. ct b 
trader or dealer in securities arising from transactions with ~~:~~~n;r Y 
. . dealer in 
reference to any share on wlnch an amount m respect of a securities 
dividend has been received by it shall, unless it is established 
by that corporation that, 
(a) it owned the share 365 days or longer before the 
loss was sustained; and 
(b) it did not, at the time the dividend was received, own 
more than 5 per cent of the issued shares of any 
class of the capital stock ol the corporation from 
which the dividend was received, 
he deemed to he the amount ol that loss otherwise determined, 
minus the aggregate of all amounts received hy the corporation 
in respect of taxable dividends on the share. 
(5) For the purposes of this section, 
(a) "taxable dividend" docs not include a capital gains 
dividend within the meaning given to that expression 
by subsection 1 oI section 109; and 
(b) one corporation is controlled by another corporation 
if more than SO per cent of its issued share capital, 
having full voting rights under all circumstano~s, 
bdongs to the other corporation, to persons with 
whom the other corporation does not deal at arm's 
length, or to the other corporation and persons with 
whom the other corporation docs not deal at arm's 
length. New. 
DIVISION D -TAXABLE INCOME EARNED 




101. For the purposes of this Act, the taxable income earned Non- . 
. C d f . h" h b . 2 3 f . resHlents In ana a o a corporation to \V 1c su se<;J:10n or o sect10n taxable 
2 applies is the amount of its income for the fiscal year that ~1!~-~';;f m 
would be determined under section 12 if, Can><da 
(a) it had no income other than, 
1278 
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(i) incomes from businesses carried on in Canarla, 
(ii) taxable capital gains from dispositions de-
scribed in clause b, 
(iii) income from property that is real property 
situated in Canada or an interest therein, 
that arose from the sale or rental thereof, 
or both, 
(iv) the amount, if any, by which any amount 
required by subsection 2 of section 95 to be 
included in computing its income for the fiscal 
year as proceeds of the disposition of an income 
interest in a trust resident in Canada exceeds 
the amount in respect of that income interest 
that would, if it were liable to taxation by 
virtue of subsection 1 of section 2 throughout 
the fiscal year, be deductible under subsection 
1 of section 95 in computing its income for 
the fiscal year, and 
(v) proceeds of disposition by it in the fiscal year 
of a property that is a Canadian resource 
property, within the meaning given to that 
expression by subsection 12 of section 63, 
or that would have been such a property if it 
had been acquired by it after 1971 to the 
extent not included in computing its income 
from a business carried on by it in Canada; 
(b) the only taxable capital gains and allowable capital 
losses referred to in clause b of section 12 were 
taxable capital gains and allowable capital losses from 
rlispositions of property each of which was a disposi-
tion of a property. in this Act referred to as a "taxable 
Canadian property", that was a property referred 
to in any of the subparagraphs i to viii of paragraph 
b of subsection 1 of section 115 of the Income Tax 
Act (Canada); and 
(c) the only losses referred to in clause d of section 12 were 
losses from a businesscarrie<l on by it in Canada or from 
real property situated in Canada or an interest therein, 
minus the aggregate of such of the deductions from income 
permitted for the pt~1"pose of computing taxable income as may 
reasonably be considered wholly applicable and of such part of 
any other of the said deductions as may rea~onabl~" he con-
sidered applicable. R.S.O. 1970, c. 91, s. 5 (36-38). amended 
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10~. The tax payable by a corporation under this Part Rate 
upon its taxable income or taxable income earned in Canada, 
as the case may be, in this section referred to as the "amount 
taxable", is 12 per cent of the amounl taxable. KS.O. 1970, 
C. 91, S. 5 (1). 
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103. There may be deducted from the tax otherwise pay-fr~~otlon 
able under this Part for a fiscal year by a corporation an amount Income tax 
equal to 12 per cent of that portion of ils laxable income or 
taxable income earned in Canada, as the case may be, which 
is earned in the fiscal year in each jurisdiction other than 
Ontario, determined under rules prescribed by the regulations. 
R.S.O. 1970, c. 91, S. 5 (2). 
I 04. \\There a corporation has a permanent establishmentf''orcign 
in Ontario and has received income in the fiscal year in the~~auetlon 
form of dividends, interest, rents or royalties that was derived 
from sources within a jurisdiction outside Canada or is deemed 
to have received income in the form of dividends and interest 
from a country outside Canada by virtue of the provisions of 
subsection S of section 148 of the Income Tax Act (Canada), here- ~6~o~7l1· c. 63 
inafter in this section referred to as "foreign investment 
income", or where a corporation having received foreign 
investment income in the fiscal year from sources within a 
jurisdiction outside Canada also received income in the fiscal 
year from a business carried on by it in that jurisdiction, 
hereinafter in this section referred to as "foreign business in-
come", and where, for the purposes of subsection 2 of section 126 
of the Income Tax Act (Canada), such foreign investment income 
has not been included as part of such foreign business income, 
and, for the purpose of allocating taxable income to jurisdictions 
outside Ontario in accordance with the regulations made under 
section 103, has been excluded when calcnlating its gross 
revenue, or any part thereof, and where the corporation i~ 
enlillecl to a deduclion under section 126 of the Income Tax 
A ct (Canada), hereinafter in this section referred to as "foreign 
tax credit", with respect to any income or profits tax paid to 
such jurisdiction on such foreign investment income or on surh 
foreign investment income and foreign business income or is 
deen)ed to have been paid as income or profits tax to such 
jurisdiction by virtue of the provisions of subsection 5 of 
section 148 of the Income Tax Act (Canada), the corporation 
may deduct from the tax otherwise payable under this Part for 
the fiscal year an amount equal to the lesser of, 
(a) 10 per cent of that part of such foreign investment 
income that is included in that portion of taxable 
1280 
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income that remains after deducting from such tax-
able income the portions thereof deemed to have 
been earned in jurisdictions other than Ontario for 
the purpose of section f 03; and 
(b) the proportion of the deficiency between the foreign 
tax credit that would be allowed if no provincial tax 
abatement under section 124 of the Income Tax A ct 
(Canada) were applicable and the foreign tax credit 
that is allowed when the provincial tax abatement 
provided by section 124 of the Income Tax Act 
(Canada) has been applied which, 
(i) the amount of that portion of its taxable in-
come for the fiscal year that is deemed to have 
been earned in Ontario measured in accordance 
with paragraph a, of subsection 4 of section 
124 of the Income Tax Act (Canada), 
bears to, 
(ii) the total amount of the portions of its taxable 
income for the fiscal year that arc deemed to 
have been earned in the provinces of Canada 
measured in accordance with paragraph a of 
subsection 4 of section 124 of the Income Tax 
Act (Canada). R.S.O. 1970, c. 91, s. 5 (39). 
105.-(1) There may be deducted from the tax otherwise 
payable under this Part for a fiscal year by a corporation an 
amount equal to one-third of the tax payable by the corpora-
tion for the same fiscal year under The Logging Tax Act. 
R.S.0. 1970, C. 91, s. 5 (40). 
(2) In subsection 1, "tax otherwise payable" means the 
tax for the fiscal year otherwise payable by the corporation 
under this Part after making any deduction applicable under 
section 103. R.S.O. 1970, c. 91, s. 5 (41). 
106.-(1) There may be deducted from the tax other-
\vise payable under this Part for a fiscal year by a corporation 
an amount equal to 5 per cent of the cost of machinery and 
equipment acquired and used in that fiscal year by the cor-
poration which machinery and equipment is acquired pursuant 
to an agreement entered into after the 26th day of April, 1971, 
and which shall be used by the corporation solely in Ontario 
prior to the 1st day of April, 1973, for the purpose of 
earning income. 1971, c. 11, s. 1, part. 
(2) For the purposes of this section, where the machinery 
and equipment in respect of which the provisions of sub-
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section 1 would otherwise apply, is not used hy the corporation 
in the fiscal year in which it is acquired, such machinery and 
equipment shall he deemed to have been acquired and used by 
the corporation in the fiscal year in which it is first used. 1971, 
c. 72,s.1. 
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(3) Any amount which may be deducted under subsection ta'!d'uction 
may be deducted in subsequent fiscal years to the extent thatcarried 
the deduction allowecl under subsection 1 exceeds th(: tax forward 
otherwise payable by the corporation in the previous fiscal years 
and, except as herein provided, no deduction shall be allowed 
in any fiscal year of the corporation ending after the 31st clay 
of :\farch, 1973, except that with respect to the first fiscal 
year of the corporation ending after the 31st day of :\farch, 
1973, the amount which may be deducted from the tax 
otherwise payabk for that fiscal year shall not exceed that 
portion of the tax otherwise payable for that fiscal year that 
the number of days in that fiscal year prior to the 1st day of 
April, 1973, bears to 365. 
(4) Notwithstanding subsection 3, where a corporation has Idem 
a net loss, any amount which may be deducted under sub-
section 1 may be deducted in subsequent fiscal years to the 
extent that the deduction allow(:d unclcr subsection 1 exceeds 
the tax otherwise payable by the corporation in the previous 
fiscal years and, except as herein provided, no deduction shall 
be allowed in any fiscal year of the corporation ending after 
the 31st day of :\farch, 1974, except that with respect to the 
first fiscal year of the corporation ending after the 31st day 
of :March, 1974 the amount which may be deducted from the 
tax otherwise payable for that fiscal year shall not exceed the 
portion of the tax otherwise payable for that fiscal year that 
the number of days in that fiscal year prior to the 1st day of 
April, 1974, hears to 365. 
(5) In this section, 
(a) "machinery and equipment" means machinery and 
equipment prescribed by the regulations, but does 
not inclucle automobiles and trucks, any property 
that is described in the corporation's inventory or 
that part of any property in respect of which a loan 
Interpre-
tation 
is made under The Ontario Development Corporation ~0.83~0 1f91°· 
A ct, or The Northern Ontario Development Corporation ' 
Act; 
(b) "net loss" means the amount, if any, hy which the 
non-capital losses exceed the incomes of a corporation 
for the fiscal years ending between the 26th day of 
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(i) where the provisions of subsection 4 apply v,rith 
respect to the first fiscal year of the corporation 
ending after the 31st day of March, 1973, in 
determining the net loss for the purpose of 
this section there shall be included that portion 
of the non-capital loss or income for that 
fiscal year that the number of days in that 
fiscal year prior to the 1st day of April, 1973, 
bears to 365, and 
(ii) where, for the purposes of section 103, part of 
the taxable income of a corporation for a 
fiscal year is deemed to have been earned by 
the corporation in a jurisdiction outside 
Ontario, or, where the taxable income for that 
fiscal year is nil and, for the purposes of section 
132, part of the taxable paid-up capital of the 
corporation is deemed to have been used in 
a jurisdiction outside Ontario, the non-capital 
loss or income for that fiscal year shall, in 
determining the net loss for the purpose of 
this section, be reduced in the same ratio 
that the tax payable under section 102 or 131, 
as the case may be, is reduced for that fiscal 
year; 
(c) "tax otherwise payable" means the tax for the fiscal 
year otherwise payable by the corporation under 
this Part after making any deduction applicable 
under section 103. 1971,c.11,s.1,part. 
107, \Vhere under a contract, will or trust, made or created 
before the 14th day of May, 1953, a person is required to make 
a payment to a corporation and is required by the terms of 
the contract, will or trust to pay an additional amount 
measured by reference to tax payable by such corporation 
under Part I of the Income Tax Act (Canada) and Part II 
of this Act by reason of the payment, 
(a) the tax payable by the corporation under Part II 
of this Act for the fiscal year in or in respect of which 
such a payment is made or becomes payable is the 
amount that the tax of the corporation under Part 
I I of this Act would be if no amount under the contract 
were included in computing its income for the fiscal 
year plus, 
(i) the amount by which its tax under Part II 
of this Act would be increased by including 
in computing its income, 
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(A) the payment, and 
(B) the amount by which its tax under 
Part I of the Income Tax Act {Canada) ~g~~'.)1,c.63 
would be increased by including the 
payment in computing its income, and 
{ii) the amount by which the tax of the corporation 
under Part II of this Act would be further 
increased by including, in computing its in-
come for the fiscal year, the amount fixed by 
subclause i or the additional payment, which-
ever is the lesser; and 
(b) if the person required to make the payment is a 
corporation and would otherwise be entitled to 
deduct the amounts payable under such a contract 
in computing its income for a fiscal year, such 
corporation is not entitled to deduct the amount 
determined under subclause ii of clause a. R.S.O. 
1970, C. 91, S. 67. 
DIVISION F - SPECIAL RULES 
APPLICABLE IN CERTAIN CIRCUMSTANCES 
Bankruptcies 
108.-(1) Where a corporation has become a bankrupt, the~~~e~~ation 
following rules are applicable: ban1krupt 
(a) the trustee in bankruptcy shall be deemed to be 
the agent of the bankrupt for all purposes of this Act; 
(b) the estate of the bankrupt shall be deemed not to be 
a trust or an estate for the purposes of this Act: 
(c) the income and the taxable income of the corporation 
for any fiscal year of the corporation during which it 
was a bankrupt and for any subsequent fiscal year 
shall be calculated as if, 
{i) the property of the bankrupt did not pass to 
and vest in the trustee in bankruptcy on the 
receiving order being made or the assignment 
filed but remained vested in the bankrupt, and 
(ii) any dealing in the estate of the bankrupt or 
any act performed in the carrying on of the 
business of the bankrupt estate by the 
trustee was done as agent on behalf of the 
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such dealing or carrying on is income of the 
bankrupt and not of the trustee; 
(d) a fiscal year of the corporation shall be deemed 
to have commenced on the day the corporation 
became a bankrupt and a fiscal year of the corporation 
that would otherwise have ended after the corpora-
tion became a bankrupt shall be deemed to have 
ended on the day immediately before the day on 
which the corporation became a bankrupt; 
(e) where, in the case of any fiscal year of the corporation 
ending during the period the corporation is a 
bankrupt, the corporation fails to pay the tax 
payable by the corporation under this Act for any 
such fiscal year, the corporation and the trustee in 
bankruptcy are jointly and severally liable to pay the 
tax, except that, 
(i) the trustee is only liable to the extent of the 
property of the bankrupt in his possession, and 
(ii) payment by either of them shall discharge 
the joint obligation; 
(/) in the case of any fiscal year of the corporation 
ending during the period the corporation is a bankrupt, 
the corporation shall be deemed not to be associated 
with any other corporation in the year; and 
(g) where an absolute order of discharge is granted m 
respect of the corporation, for the purposes of 
section 99 any loss of the corporation for any fiscal 
year preceding the fiscal year in \Vhich the order of 
discharge was granted is not deductible by the 
corporation in computing its taxable income for the 
fiscal year of the corporation in which the order 
was granted or any subsequent fiscal year. KS.O. 
1970, c. 91, s. 40 (1). 
(2) In this section, "bankrupt" and "estate of the bankrupt" 
have the meanings given to those expressions by the Bank-
ruptcy Act (Canada). RS.O. 1970, c. 91, s. 40 (2). 
Investment Corporations 
and Afutual Fund Corporations 
109.- (1) \Nhere a corporation is an investment corporation, 
as def.ned by subsection 3 of section IJO of the I ncome Tax Act 
(Canada), or is a mutual fund corporation, as defined by sub-
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section 8 of section 131 of such Act. and the corporation has 
elected in respect of the full amount of a dividend that 
has become payable by it at any particular time after 1971 
in accordance with subsection 1 of section 131 of the Income ~~~o~:>i. c. 63 
Tax Act (Canada), 
(a) the dividend shall be deemed to be a capital gains 
dividend to the extent that it does not exceed 
the corporation's capital gains dividend account as 
defined by paragraph b of subsection 6 of section 131 
of the Income Tax Act (Canada) at the particular 
time; and 
(b) notwithstanding anything in this Act, any amount 
received by a corporation in a fiscal year as, on 
account of or in lieu of payment of, or in satisfaction 
of the dividend shall not be included in computing the 
corporation's income for the fiscal year as income from 
a share of the capital stock of the paying corporation, 
but shall be deemed to be a capital gain of the 
corporation for the fiscal year from the disposition of 
capital property. 
(2) Where a corporation has in a fiscal year become entitled to :?e~i;,i\~ains 
a refund by virtue of subsection 2 of section LH of the ~~~~~~[f0~d 
Income Tax Act (Canada), the Minister, 
(a) may upon mailing the notice of assessment for the 
fiscal year, refund without application therefor an 
amount equal to 25 per cent of its capital gains refund 
for the fiscal year determined under subsection 2 of 
section 131 of the Income Tax Act (Canada) for the 
same fiscal year; and 
(b) shall make such a refund after mailing the notice of 
assessment if application therefor has been made in 
writing by the corporation within 4 years from the 
end of the fiscal year. 
(3) Instead of making a refund that might otherwise be Application to other· 
made under subsection 2, the Minister may, where the liabilit.v 
corporation is liable or about to become liable to make any 
payment under this Act, apply the amount that would other-
wise be refunded to that other liability and notify the 
corporation of that action. 
(4) Section 78 does not apply to deem a dividend to have Application 
of. s. 78 
been paid by a corporation to any of its shareholders, or to 
deem any of the shareholders of a corporation to have received 
a dividend on any shares of the capital stock of the corporation, 
if at the time the dividend would, but for this subsection, be 
1286 Chap. 143 COl<.POl<.ATJONS TAX 1972 
d('erned by section 78 to have been so paid or received, as the 
case may be, the corporation was a mutual fund corporation. 
N e1fl. 
1Von-Resident-Owned Investment Corporations 
110.-(1) The income of a non-resident-owned investment 
~?~~~~~~ion corporation for a fiscal year shall be computed as if its only 
income was taxable capital gains and allowable capital losses 
referred to in clause b of section 12 from dispositions of 
taxable Canadian property or property that would be taxable 
Canadian property if at no time in the fiscal year the corpora-

















(2) The taxable income of a non-resident-owned investment 
corporation for a fiscal year is its income determined under 
subsection 1, minus its net capital losses for fiscal years 
preceding and the fiscal year immediately following the fiscal 
year, as provided for by section 99. 
(3) For the purposes of this Act, 
(a) in computing the J 971 undistributed income on 
hand of a non-resident-owned investment corpora-
tion at any time, there shall be deducted the 
amount, if any, by which, 
(i) the corporation's 1971 undistributed income 
on hand at that time otherwise determined, 
exceeds 
(ii) the corporation's surplus determined in pre-
scribed manner at the end of its 1971 fiscal 
year, for fiscal years ending before 1972 for 
which it was not taxable under section 70 of 
the Income Tax A ct (Canada) as it read in its 
application to the 1971 fiscal year; and 
(b) in computing the 1971 capital surplus on hand 
of a non-resident-owned investment corporation at any 
time, there shall be added to the amount thereof 
otherwise determined the amount of the excess 
described in clause a. 
(4) Where at any particular time after 1971 a dividend has 
become payable by a non-resident-owned investment corpora-
tion to shareholders of any class of shar('s of its capital stock, 
if the corporation so elects in respect of the full amount of the 
dividend, in prescribed manner and in prescribed form and at or 
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before the particular time or the first day on which any part 
of the dividend was paid if that day is earlier than the 
particular time, the following rules apply, 
(a) the dividend shall be deemed to he a capital gains 
dividend to the extent that the portion thereof in 
excess of the corporation's 1971 undistributed income 
on hand immediately before the particular time 
does not exceed the corporation's capital gains 
dividend account immediately before the particular 
time; and 
(b) any amount received by another non-resident-
owned investment corporation in a fiscal year as, on 
account or in lieu of payment of, or in satisfaction 
of the capital gains dividend shall not be included in 
computing the corporation's income for the fiscal 
year. 
(5) In this section, 




foreign property \Vithin the meaning given to that 
expression by section 206 of the 1 ncome '[ax A ct I6~o~7i1• c. r.3 
(Canada); 
(b) "capital gains dividend account" of a non-resident-
owned investment corporation at any particular time 
means the amount, if any, by which the aggregate of 
the following amounts in respect of the period 
commencing January 1, 1972 and ending immediately 
after its la.:;t fiscal year ending before the particular 
time, namely, 
(i) the corporation's capital gains for fiscal years 
ending in the period from dispositions in the 
period of Canadian property or shares of 
another non-resident-owned investment cor-
poration, and 
(ii) amounts received by the corporation in the 
period as, on account or in lieu of payment of, 
or in satisfaction of capital gains dividends from 
other non-resident-owned investment corpora-
tions, 
exceeds the aggregate of 
(iii) the corporation's capital losses for fiscal 
years ending in the period from dispositions 
in the period of Canadian property or shares 
1288 
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of another non-resident-owned investment 
corporation, 
(iv) 25 per cent of the amount, if any, by which 
the aggregate of the corporation's capital 
gains for fiscal years ending in the period from 
dispositions in the period of taxable Canadian 
property or property that \Vcmld be taxable 
Canadian property if at no time in the period 
the corporation had been resident in Canada, 
exceeds the aggregate of its capital losses for 
those fiscal years from dispositions in the 
period of such property, and 
(v) all capital gains dividends that became pay-
able by the corporation before the particular 
time; 
(c) "non-resident-owned investment corporation" means 
a corporation incorporated in Canada that, through-
out the whole of the period commencing on the later 
of June 18, 1971 and the day on which it was 
incorporated and ending on the last day of the fiscal 
year in respect of which the expression is being applied, 
complied with the following conditions, 
(i) all of its issued shares and all of its bonds, 
debentures and other funded indebtedness 
were, 
(A) beneficially owned by non-resident per-
sons, other than any foreign affiliate as 
defined in paragraph b of subsection 1 
of section 95 of the Income Tax A ct 
(Canada). 
(B) owned by trustees for the benefit of non-
resident persons or their unborn issue, or 
(C) owned by a non-resident-owned invest-
ment corporation, all of the issued 
shares of which and all of the bonds, 
debentures and other funded indebted-
ness of which were beneficially owned by 
non-resident persons or owned by tru~­
tees for the benefit of non-resident per-
sons or their unborn issue, or by two or 
more such corporations, 
(ii) its income for each fiscal year ending in the 
period was derived from, 
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(A) ownership of or trading or dealing in 
bonds, shares, debentures, mortgages, 
hypothecs, bills, notes, or other similar 
property or any interest therein, 
(B) lending money with or without security, 
(C) rents, hire of chattels, charterparty fees 
or remunerations, annuities, royalties, 
interest or dividends, 
(D) estates or trusts, or 
(E) disposition of capital property, 
(iii) not more than .10 per cent of its gross 
revenue for each fiscal year ending in the 
period was derived from rents, hire of chattels, 
charterparty fees or charterparty remunera-
tions, 
(iv) its principal business in each fiscal year 
ending in the period was not, 
(A) the making of loans, or 
(B) trading or dealing in bonds, shares, 
debentures, mortgages, hypothecs, bills, 
notes or other similar property or any 
interest therein, 
(v) it has, not later than 90 days after the com-
mencement of its first fiscal year commencing 
after 1971 elected in prescribed manner to be 
1289 
taxed under section 133 of the Income Tax A ct 1970-71. c. 63 
(Can.) 
(Canada), and 
(vi) it has not, before the end of the last fiscal year 
in the period, revoked in prescribed manner 
the election so made by it, and it has paid 
the taxes payable for such fiscal year under 
section 133 of the Income Tax Act (Canada), 
except that in no case shall a new corporation, within 
the meaning given to that expression by section 81, 
formed as a result of an amalgamation after June 18, 
1971 of two or more predecessor corporations be 
regarded as a non-resident-owned investment corpor-
ation unless each of the predecessor corporations was, 
immediately before the amalgamation, a non-resident-
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(d) "taxable dividend" does not include a capital gains 
dividend. New. 
111. Notwithstanding any other provision of this Act, a 
non-resident-owned investment corporation that would, but 
for this section, be a Canadian corporation or private cor-
poration shall be deemed not to be a Canadian corporation 
or private corporation, as the case may be, except for the 
purposes of subsection 1 of section 77 and section 81. New. 
Patronage Dividends 
Deduction 112 (1) N t 'th t l' th' th. P t th in computing .-· o WL s anc mg any mg m LS ar , ere 







for a fiscal year, the aggregate of the payments made, pur-
suant to allocations in proportion to patronage, by the cor-
poration, 
(a) within the fiscal year or within 12 months there-
after to its customers of the fiscal year; and 
(b) within the fiscal year or within 12 months thereafter 
to its customers of a previous fiscal year, the deduc-
tion of which from income of a previous fiscal year 
was not permitted. R.S.O. 1970, c. 91, s. 49 (1). 
(2) Notwithstanding subsection 1, if the corporation has 
not made allocations in proportion to patronage in respect of 
all its customers of the fiscal year at the same rate, with 
appropriate differences for different types or classes of goods, 
products or services, or classes, grades or qualities thereof, the 
amount that may be deducted under this section is an amount 
equal to the lesser of, 
(a) the aggregate of the payments mentioned m sub-
section 1 ; and 
( b) the aggregate of, 
(i) the part of the income of the corporation for 
the fiscal year attributable to business done 
with members, and 
(ii) the allocations in proportion to patronage 
made to non-member customers of the fiscal 
year. R.S.O. 1970, c. 91, s. 49 (2). 
(3) For the purposes of this section. 
((1) "allocation in proportion to patronage" for a fiscal 
year means an amount credited by a corporation to a 
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customer of that fiscal year on terms that the customer 
is entitled to or will receive payment thereof, com-
puted at a rate in relation to the quantity, quality or 
value of the goods or products acquired, marketed, 
handled, dealt in or sold, or services rendered by the 
corporation from, on behalf of or to the customer, 
whether as principal or as agent of the customer or 
otherwise, with appropriate differences in the rate 
for different classes, grades or qualities thereof, if, 
(i) the amount was credited, 
(A) within the fiscal year or within 12 
months thereafter, and 
(B) at the same rate in relation to quantity, 
quality or value aforesaid as the rate 
at which amounts were similarly 
credited to all other customers of that 
fiscal year who were members or to all 
other customers of that fiscal year, as the 
case may he, with appropriate differ-
ences aforesaid for different classes, 
grades or qualities, and 
(ii) the prospect that amounts would be so 
credited was held forth by the corporation 
to its customers of that fiscal year who 
were members or non-member customers of 
that fiscal year, as the case may be; 
(b) "consumer goods or services" means goods or services 
the cost of which was not deductible by the person in 
computing the income from a business or property; 
(c) "customer" means a customer of a corporation and 
includes a person who sells or delivers goods or 
products to the corporation, or for whom the cor-
poration renders services; 
(d) "income of the corporation attributable to business 
done with members" of any fiscal year means that 
proportion of the income of the corporation for the 
fiscal year, before making any deduction under this 
section, that the value of the goods or products 
acquired, marketed, handled, dealt in or sold or 
services rendered by the corporation from, on behalf 
of, or for members, is of the total value of goods or 
products acquired, marketed, handled, dealt in or 
sold or services rendered by the corporation from, on 
behalf of, or for all customers during the fiscal year; 
1291 
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(e) "member" means a person who is entitled a,; a 
member or shareholder to full voting rights in the 
conduct of the affairs of the corporation or of another 
corporation of which the corporation is a subsidiary 
wholly-0\vned corporation; 
(/) "non-member customer" means a customer who is 
not a member; and 
(g) "payment" includes, 
(i) the issue of a certificate of indebtedness or 
shares of the corporation or of another corpora-
tion of which the corporation is a subsidiary 
wholly-owned corporation if the corporation 
or that other corporation has in the fiscal year 
or within 12 months thereafter disbursed an 
amount of money equal to the aggregate face 
value of all certificates or shares so issued 
in the course of redeeming or purchasing certi-
ficates of indebtedness or shares of the corpora-
tion or that other corporation previously issued, 
(ii) the application by the corporation of an 
amount to a member's liability to the corpora-
tion, including, without restricting the general-
ity of the foregoing, an amount applied in ful-
filment of an obligation of the member to make 
a loan to the corporation and an amount applied 
on account of payment for shares issued to a 
member, pursuant to a by-law of the corpora-
tion, pursuant to statutory authority or at 
the request of the member, or 
(iii) the amount of a payment or transfer by the 
corporation that, under subsection 2 of section 
58, is required to be included in computing 
the income of a member. R.S.O. 1970, c. 91 , 
s. 49 (4). 
(4) For the purpose of this section a corporation shall be 
deemed to have held forth the prospect that amounts would 
be credited to a customer of a fiscal year by way of allocation 
in proportion to patronage, if, 
(a) throughout the fiscal year the statute under which the 
corporation was incorporated or registered , its charter , 
articles of association or by-laws or its contract with 
the customer held forth the prospect that amounts 
would be so credited to customers \Vho are members 
or non-member customers , as the case may be; or 
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(b) prior to the commencement of the fiscal year or prior 
to such other day as may be prescribed for the class 
of business in which the corporation is engaged, the 
corporation has published an advertisement in pre-
scribed form in a newspaper or newspapers of general 
circulation throughout the greater part of the area in 
which the corporation carried on business holding 
forth that prospect to customers who are members 
or non-member customers, as the case may be, and 
has filed copies of the newspapers with the l\Iinister 
before the end of the 30th day of the fiscal year or 
within 30 days from the prescribed day, as the case 
may be. R.S.O. 1970, c. 91, s. 49 (5). 
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(5) For greater certainty, the amount of any payment ~~~.;1n\0f0 
pursuant to an allocation in proportion to patronage is the cu•tomer 
amount thereof determined before deducting any amount re-
quired by subsection 3 of section 135 of the Income Tax ActJ970-71,c.63 
(Canada) to be deducted or withheld from that payment. New. (Can.J 
(6) Where a payment pursuant to an allocation in proportion ~~lt1::::i~~ t~ 
to patronage, other than an allocation in respect of consumer be included 
d . l b . d b . l In Income goo s or services, ms een receive y a corporat10n, t le 
amount of the payment shall be included in computing the 
recipient's income for the fiscal year in which the payment 
was received and, without restricting the generality of the 
foregoing, where a certificate of indebtedness or a share was 
issued to a corporation pursuant to an allocation in proportion 
to patronage, the amount of the payment by virtue of the 
issue thereof shall be included in computing the recipient's 
income for the fiscal year in which the certificate or share was 
received and not in computing its income for the fiscal year in 
which the indebtedness was subsequently discharged or the 
share was redeemed. R.S.O. 1970, c. 91, s. 49 (7). 
Co-operative Corporations 
113.-(1) Notwithstanding any other provision of this Act, Co-operative 
_ . h ld f . . corporat1011 a co-operative corporat10n t at wou , but or tlus sectwn, be deemed 
a private corporation shall be deemed not to be a private g~i~~~te 
corporation. New. corporation 
(2) In this section "co-01)erativc cor11oration" mean,; a cor- Meaning of 
. . ' .t expression 
porat10n that was incorporated by or under a law of Canada "co-operative 
. "d" f h bl" h f l . corporat10n" or a province prov1 mg or t e esta 1s ment o t le corporation 
or respecting the establishment of co-operative corporations 
for the purpose of marketing, including prncessing incident to 
or connected therewith, natural products belonging to or 
acquired from its members or customers, of purchasing 
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supplies, equipment or household necessaries for or to be sold 
to its members or customers or of performing services for its 
members or customers, if, 
(a) the statute by or under which it was incorporated, 
its charter, articles of association or by-laws or it s 
contracts with its members or its members and 
customers held forth the prospect that payments 
would be made to them in proportion to patronage; 
(b) none of its members, except other co-operative 
corporations, have more than one vote in the conduct 
of the affairs of the corporation; and 
(c) at Jcast 90 per cent of its members are individuals 
or other co-operative corporations and a t least 90 per 
cent of its shares, if any, are held by such persons. 
RS.O. 1970, c. 91 , S. 48 (4}. 
Credit Unions 
Deductions 114 - (I) In computing the income for a fiscal year of a 
in computing • 
income credit union or a savings and credit union, in this Act referred 
to as a " credit union", that is a corporation, 
(a) t here may be deducted as a reserve in respect of 
bonds, debentures, agreements of sale, mortgages or 
hypothecs, in lieu of any deduction in respect thereof 
under clause n of subsection I oI section 24, such 
amoun t as may be claimed by the credit union, not 
exceeding a prescribed amount ; 
(b) there may be deducted as a reserve in respect of 
debts owing to the credit union , other than any debt 
described in clause a, in lieu of any deduction in 
respect thereof under clause n of subsection 1 of 
section 24, such amount as may be claimed by the 
credit union, not exceeding a prescribed amount ; 
(c) there shall be included any amount deducted under 
clause a or b as a reserve in computing the credit 
union's income for the immediately preceding fiscal 
year; and 
(d) no deduction may be made under section 35. 
Pay menttst (2) )Jotwithstanding anvthing in this Part , there may .be pursuan o J . · 
allocations in deducted in computing the income for a fiscal yea r ot a 
proportion to d. '. I . · I f• } 
borrowin~ ere 1t umon t Mt is a corporation, t 1e aggregate o tie pay-
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ments made, pursuant to allocations in proportion to borrowing, 
by the credit union within the fiscal year or within 12 months 
thereafter to members of the credit union, to the extent that 
such payments were not deductible uncler this subsection in 
computing the income of the credit union for the immediately 
preceding fiscal year. 
1295 
(3) For the 1rnr1ioses of this Act any annual or other Amount paid ' · m respect 
periodic amount paid or payable by a credit union to a member~~~:i:i~ee~:d 
thereof in respect of his share in the credit union, other thanpaldas 
. . interest 
any such amount paid or payable as or on account of capital, 
shall be deemed to have been paid or payable, as the case may 
be, by the credit union as interest and, when received by 
the member, to have been received by him as interest. 
(4) Where a payment has been received by a corporation~~g-i~~r·s 
from a credit union in a fiscal year in respect of an allocation 
in proportion to borrowing, the amount thereof shall, if the 
money so borrowed was used by the corporation for the 
purpose of earning income from a business or property, other-
wise than to acquire property the income from which would 
be exempt or to acquire a life insurance policy, be included in 
computing the corporation's income for the fiscal year. 
(5) In this section, 
(a) "allocation in proportion to borrowing" for a fiscal 
year means an amount credited by a credit union to 
a person who was a member of the credit union in the 
fiscal year on terms that the member is entitled to or 
\viii receive payment thereof, computed at a rate in 
relation to, 
(i) the amount of interest payable by the member 
on money borrowed from the credit union, or 
(ii) the amount of money borrowed by the member 
from the credit union; 
if the amount was credited within the fiscal year or 
within 12 months thereafter and at the same rate in 
relation to the amount of interest or money, as the 
case may be, as the rate at which amounts were 
similarly credited in the fiscal year to all other 
members of the credit union, 
(b) "credit union" means a corporation, association or 
federation incorporated or organized as a credit union 
or co-operative credit society if, 
(i) it derived its revenues primarily from, 
Interpre-
~ation 
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(A) loans made to, or cashing cheques for, 
members, 
(B) bonds of, or guaranteed by, the Govern-
ment of Canada or a province, or a 
Canadian municipality, or bonds of a 
municipal or public body performing 
a function of government in Canada, 
(C) bonds of a corporation, commission or 
association not less than 90 per cent of 
the shares or capital of which was owned 
by the Government of Canada or a 
province or by a municipality in 
Canada, or 
(D) loans made to a co-operative credit 
society of which it is a m ember, or 
(ii) t he members thereof were corporations or 
associat ions, 
(A) incorporated or organized as credit 
unions, substantially all of which de-
rived t heir revenues primarily from 
loans made to members or from bonds 
of or guaranteed by, the Government of 
Canada or of a province, 
(B ) incorporated, organized or registered 
under, or governed by a law of Canada 
or a province with respect to co-
operatives, or 
(C) incorporated or organized for charitable 
purposes, 
or were corporations or associations no part 
of the income of \vhich \Vas payable to, or 
othenvise available for the personal benefit 
of, any shareholder or member thereof: 
(c) "member" of a credit union means a person who is 
entitled as a member or shareholder to full YOting 
rights in the conduct of the affairs of the credit 
union. 
~~~~~du~~~n (6) Notwithstanding any other provision of this Act , a credit 
to be priyate union lhal would, but for this section, be a prh·ate corporation 
corporation . . 
shall be deemed not to be a pnva tc corpora tion. X cw. 
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Insurance Corporations 
115. -(1) For the pur1Josc of this section, an "insuranccltnt1-~rpre-.a .lOil 
corporation" or "insurer" means any corporation with or 
without share capital, to which section 138 of the Income Taxtg~o~~)I,c.63 
Act (Canada) applies. R.S.O. 1970, c. 91, s. 41 (1). 
(2) Notwithstanding any other provision of this Act and in ~f~'!1:i[gn 
order that insurance corporations or insurers may be dealt income 
with under this Act as they will he dealt with under Part I of 
the Income Tax Act (Canada), it is hereby declared that for 
the purpose of section 8, the taxable incomes of such cor-
porations that transact business in Ontario shall, for the 
purposes of this Act, be the same as the taxable incomes of such 
corporations as determined for the purposes of Part I of the 
Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 41 (2). 
116. Where a life insurance corporation that is incorporated n~~,:;_~~i~t or 
under the laws of a province has applied an amount in payment i~.:'urance 
for shares of the corporation purchased bv it under the corporation 
h · f 1 f h · h ."d f h into mutual aut onty o a aw o t e province t at prov1 es or t e con- corporation 
version of the corporation into a mutual corporation by the 
purchase of its shares in accordance with the provisions of 
such law, 
(a) section 19 does not apply to require the inclusion, in 
computing the income of a shareholder of the cor-
poration of any part of that amount; and 
(b) no part of that amount shall he deemed, for the pur-
poses of subsection 2 of section 115, to have been paid 
to shareholders or, for the purposes of sechon 78, to 
have been received as a dividend. R.S.O. 1970, c. 91, 
s. 42. 
11 7. Notwithstanding any other prov1s10n of this Act, a f'~!~rance 
life insurance corporation that is resident in Canada shall he ~~~~:ation 
deemed to he a public corporation. .1.V ew. to be public 
corporation 
DrvISJON G-DEFERHED AND 
OTHER SPECIAL INCOME ARRANGEMENTS 
Employees Profit Shar£ng Plans 
118.-(1) In this Act, "employees profit sharing plan" ~~o~f1~tia'.'~~g 
means an arrangement under which payments computed by plan'- defined 
reference to the profits from the business of a corporation 
or by reference to the profits from the business of a corporation 
and the profits, if any, from the business of a person with 
whom the corporation does not deal at arm's length arc made 
by the corporation to a trustee in trust for the benefit of 
officers or employees of the corporation or of a person with 
1298 
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whom the corporation docs not deal at arm's length, whether 
or not payments are also made to the trustee by the officers 
or employees, and under which the trustee has, since the 
commencement of the plan or the end of 1949, whichever is 
later, each year allocated either contingently or absolutely to 
individual officers or employees, 
(a) all amounts received by him from the corporation or 
from a person with whom the corporation does not 
deal at arm's length; 
(b) all profits from the trust property computed without 
regard to any capital gain made by the trust or 
capital loss sustained by it at any time since the 
end of 1955; 
(c) all capital gains and capital losses of the trust for 
fiscal years ending after 1971; and 
(d) all amounts in respect of which employees who have, 
after 1971, ceased to be beneficiaries under the 
arrangement are deemed by subsection 9 of section 
144 of the Income Tax Act (Canada) to have made 
a payment on account of tax under Part I of that Act, 
in such manner that the aggregate of all such amounts, profits, 
"gains and losses, minus such portion thereof as has been paid 
to beneficiaries under the trust, is allocated either contingently 
or absolutely to officers or employees who are beneficiaries 
thereunder. 
(2) No tax is payable under this Part on the taxable income 
of a trust for a fiscal year during which the trust was 
governed by an employees profit sharing plan. R.S.O. 1970, 
c. 91, s. 51 (2). 
(3) An amount paid by a corporation to a trustee under 
an employees profit sharing plan during a fiscal year or 
within 120 days thereafter may be deducted in computing the 
corporation's income for the fiscal year to the extent that it 
was not deductible in computing income for a previous fiscal 
year. R.S.O. 1970, c. 91, s. 51 (3). 
(4) Where the terms of an arrangement under which a 
corporation makes payments to a trustee specifically provide 
that the payments shall be made "out of profit'', such arrange-
ment shall, if the corporation has so elected under subsection 
10 of section 144 of the Income Tax Act (Canada), be deemed 
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for the purpose of subsection 1, to be an arrangement for 
payments "computed by reference to the profits from the 
business of the corporation". R.S.O. 1970, c. 91, s. 51 (4). 
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(5) Where an employees profit sharing plan is accepted F~~~a~r 
for registration by the Minister as a deferred profit sharing trust 
plan, the fiscal year of the trust governed by the employees 
profit sharing plan shall be deemed to have ended immediately 
before the plan is deemed to have become registered as a deferred 
profit sharing plan pursuant to subsection 5 of section 147 
of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 51 (5).fi!:~'!;:/-c· 63 
Registered Supplementary Unemployment 
Benefit Plans 
119.-(1) Tn this Act, 
(a) "registered supplementary unemployment benefit 
plan" means a supplementary unemployment benefit 
plan accepted by the l\'linister for registration 
for the purposes of this Act in respect of its con-
stitution and operations for the fiscal year under 
consideration; and 
(b) "supplementary unemployment benefit plan" means 
an arrangement , other than an arrangement in the 
nature of superannuation or pension fund or plan 
or an employees profit sharing plan, under which 
payments arc made by a corporation to a trustee 
in trust exclusively for the payment of periodic 
amounts to employees or former employees of the 
corporation who arc or may be laid off for any 
temporary or indefinite period. R.S.O. 1970, c. 91, 
s. 52 (1). 
Interpre-
tation 
(2) The :Minister shall be deemed to have accepted for Plan deemed 
. . accepted 
reg1strat10n as a supplementary unemployment benefit plan 
under this Act every supplementary unemployment benefit 
plan that is accepted for registration by the Minister of National 
Revenue for Canada as a supplementary unemployment 
benefit plan under section 145 of the Income Tax Act (Canada). 
R.S.O. 1970, c. 91, s. 52 (2). 
(3) No tax is payable under this Part by a trust upon the rr~;tx while 
taxable income of the trust for a period during which the gove
1
rned 
. by pan 
trust was governed by a registered suppl<'mentary unemploy-
ment benefit plan. R.S.O. 1970, c. 91, s. S2 (3). 
Amounts 
r·eceived 
(4) There shall be included in computing the income for a ~e~r;:1<1-








of plan for 
registra tlon 
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any payment to a trustee under a supplementary unernploymen t 
benefit plan, any amount received by the corporation in the 
fiscal year as a result of an amendment to or modification of 
the plan or as a result of the termination or winding-up of 
the plan. R.S.O. 1970, c. 91, s. 52 (5). 
(5) An amount paid by a corporation to a trustee under a 
registered supplementary unemployment benefit plan during a 
fiscal year or within 30 days thereafter may be deducted in com-
puting the corporation's income for the fiscal year to the extent 
that it was not deductible in computing income for a previous 
fiscal year. R.S.O. 1970, c. 91, s. 52 (4). 
Deferred Profit Sharing Plans 
120.-(1) In this Act, 
(a) "deferred profit sharing plan" means a profit sharing 
plan accepted by the l\finister for registration for the 
purposes of this Act; and 
(b) "profit sharing plan" means an arrangement under 
which payments computed by reference to the profits 
of a corpora ti on from its business or by reference to the 
profits of a corporation from its business and the 
profits, if any, from the business of a person with 
whom the corporation does not deal at arm's length 
are or have been made by the corporation to a trustee 
in trust for the benefit of employees of that corporation 
or· employees of any other person, whether or not 
payments are or have been also made to the trustee 
by the employees. R.S.O. 1970, c. 91, s. 53 (1). 
(2) The ~Iinister shall be deemed to have accepted for 
registration as a deferred profit sharing plan under this Act 
every profit sharing plan that is deemed to be registered by the 
~inister of National Revenue for Canada as a deferred profit 
sharing plan under section 147 of the Income Tax A ct (Canada), 
and such plan shall be deemed to have been registered by the 
l\.Iinister on the same date as it is deemed to be registered as a 
deferred profit sharing plan under subsection 5 of section 1-17 
of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 53 (2} . 
(3) For a fiscal year during which a plan is a deferred 
profit sharing plan, the plan shall be deemed, for the purposes 
of this Act, not to be an employees profit sharing plan. 
R.S.O. 1970, c. 91, s. 53 (4). 
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(4) No tax is payable under this Part on the taxable in- ~~i~~~rust 
come of the trust for a fiscal year during which the trust governed 
, ~~M 
was governed by a deferred profit sharmg plan. R.S.O. 1970, 
C. 91, S. 53 (5). 
(5) There may be deducted in computing the income of a Amo1unt <;f . cmp oycr s 
corporation for a fiscal year the aggregate of each amount contribution 
"d b h . . h fi l . h' 120 d deductible pa1 y t e corporation m t e sea year or wit rn ays 
after the end of the fiscal year, to a trustee under a deferred 
profit sharing plan for the benefit of employees of the cor-
poration who are beneficiaries under the plan, not exceeding, 
however, in respect of each individual employee in respect of 
whom the amounts so paid by the corporation were paid by it, 
an amount equal to the least of, 
(a) the aggregate of each amount so paid by the cor-
poration in respect of that employee; 
(b) $2,500 minus the amount, if any, deductible under 
clauses of subsection 1 of section 24 in respect of that 
employee in computing the income of the corporation 
for the fiscal year; and 
(c) 20 per cent of the salary or wages paid in the fiscal 
year to the employee by the corporation, 
to the extent that such amount was not deductible in computing 
the income of the employer for a previous fiscal year. R.S.O. 
1970, c. 91, s. 53 (6), amended. 
(6) Notwithstanding subsection 5, the amount that a cor-Limditdatiotn on e uc ion 
poration is entitled to deduct under subsection 5 in computing 
its income for a fiscal year shall be neither more nor less than 
the amount that it deducts and is allowed as a deduction in 
computing its income for the same fiscal year under subsections 
8 and 9 of section 147 of the Income Tax Act (Canada). ~6~o~:l1,c.63 
R.S.O. 1970, c. 91, s. 53 (7). 
(7) Where funds or property of a trust governed by a ~l'f1~~~iation 
deferred profit sharing plan have been appropriated in any prop
1
erty by 
h f h b fi f 
. h . emp oycr 
manner w atsoever to or or t e ene to a corporation t at ls, · 
(a) an employer by whom payments are made in trust 
to a trustee under the plan; or 
(b) a corporation with whom that employer does not 
deal at arm's length, 
otherwise than in payment of or on account of shares of the 
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the case may be, purchased by the trust, the amount or value 
of the funds or property so appropriated shall be included in 
computing the income of the employer or the corporation, as 
the case may be, for the fiscal year in which the funds or property 
were so appropriated, unless such funds or property or an 
amount in lieu thereof equal to the amount or value of 
such funds or property were repaid to the trust within one year 
from the end of the fiscal year, and it is established by 
subsequent events or otherwise that the repayment was not 
made as part of a series of appropriations and repayments. 
R.S.O. 1970, c. 91, s. 53 (8). 
(8) The Minister shall be deemed to have revoked the 
registration of a profit sharing plan as a deferred profit sharing 
plan as and when the Minister of National Revenue for Canada 
revokes it under subsection 14 of section 147 of the Income 
Tax Act (Canada). R.S.O. 1970, c. 91, s. 53 (3). 
(9) Where the Minister is deemed to have revoked the 
registration of a profit sharing plan as a deferred profit sharing 
plan under subsection 8, the plan, hereinafter referred to as 
the "revoked plan", shall be deemed, for the purposes of this 
Act, not to be a deferred profit sharing plan, and, notwith-
standing any other provision of this Act, the following rules 
shall apply, 
(a) subsection 4 does not apply to exempt the trust 
governed by the plan from tax under section 8 upon 
the taxable income of the trust for a fiscal year in 
which, at any time therein, the trust was governed by 
the revoked plan; 
(b) no deduction shall be made by a corporation in com-
puting its income for a fiscal year in respect of an 
amount paid by it under the plan at a time when it 
was a revoked plan ; 
(c) there shall be included in computing the income of a 
corporation for a fiscal year the amount or value of 
any funds or property appropriated to or for the 
benefit of the corporation in the fiscal year that, by 
virtue of subsection 7, would have been so included 
if the revoked plan had been a deferred profit sharing 
plan at the time of the appropriation of the funds or 
property; 
(d) the revoked plan shall be deemed, for the purposes of 
this Act, not to be an employee:::: profit sharing plan. 
R.S.O. 1970, c. 91, s. 53 (9). 
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(10) Where the terms of an arrangement under which a~~l~rents 
corporation makes payments to a trustee specifically provide profits 
that the payments shall be made "out of profits", such ar-
rangement shall be deemed, for the purpose of clause b of 
subsection 1 to be an arrangement for payments "computed by 
reference to the profits of a corporation from its business". 
R.S.O. 1970, c. 91, s. 53 (10). 
Life Insurance Policies 
121. Where the provisions of subsc:ction 2 of section 142 ~ig1~'d~~5in 
of the Income Tax Act (Canada) or section 148 of that Actoomputlng 
apply to a corporation, it is hereby declared that the amount ~~l~0li\ 
b , l d d . . . f fi 1 f h income to e me u e m its mcome or a sea year or t e purposes 
of this section shall be the same as is required to be included for 
the purposes of subsection 2 of section 142 of the Income Tax ns~~:>1,c.sa 
A ct (Canada} or section 148 of that Act for the same fiscal 
year. 
DIVISION H -EXEMPTIONS 
122.-(1) ~o tax is payable under this Part upon the tax- Exemptions: 
able income of a corporation for a period when that corporation 
was, 
(a) a municipality in Canada, or a municipal or public ~u~~~1m~s 
body performing a function of government in 
Canada; R.S.O. 1970, c. 91, s. 5 (42) (a). 
(b) a corporation, commission or association not less than :u;Jg~f~~ial 
90 per cent of the shares or capital of which was corporations 
owned by Her Majesty in right of Canada or a province 
or by a Canadian municipality, or a \vholly-owned 
corporation subsidiary to such a corporation, com-
mission or association but this clause does not apply, 
(i) to such corporation, commission or association 
if a person other than Her l\fajesty in right of 
Canada or a province or a Canadian munici-
pality had, during the period, a right under a 
contract, in equity or otherwise either immedi-
ately or in the future and either absolutely or 
contingently, to, or to acquire, shares or 
capital of that corporation, commission or 
association, and 
(ii) to such wholly-owned subsidiary corporation 
if a person other than Her Majesty in right of 
Canada or a province or a Canadian munici-
pality had, during the period, a right under a 
contract, in equity or otherwise, either immedi-







ately or in the future and either absolutely or 
contingently, to, or to acquire, shares or 
capital of that"wholly-owned subsidiary cor-
poration or of the corporation, commission or 
association of which it is a wholly-owned 
subsidiary corporation; R.S.O. 1970, c. 91, 
s. 5 (42) (b). 
(c) an agricultural organization, a board of trade or a 
chamber of commerce, no part of the income of 
which was payable to, or was otherwise available for 
the personal benefit of, any proprietor, member or 
shareholder thereof; R.S.O. 1970, c. 91, s. 5 (42) (c). 
(d) a charitable organization all the resources of which 
were devoted to charitable activities carried on by the 
organization itself and no part of the income of which 
was payable to, or was otherwise available for the 
personal benefit of. any proprietor, member or share-
holder thereof; R.S.O. 1970, c. 91, s. 5 (42) (d). 
(e) a corporation that was constituted exclusively for 
charitable purposes, no part of whose income was 
payable to, or was otherwise available for the personal 
benefit of, any proprietor, member or shareholder 
thereof, that has not, since June 1, 1950, acquired 
control of any other corporation and that, during the 
period, 
(i) did not carry on any business, 
(ii) had no debts incurred since June 1, 1950, other 
than obligations arising in respect of salaries, 
rents and other current operating expenses, and 
(iii) except in the case of a corporation that was, 
before 1940, constituted exclusively for chari-
table purposes, expended amounts each of 
which is, 
(A) an expenditure in respect of charitable 
activities carried on by the corporation 
itself , 
(B) a gift to an organization in Canada the 
income of which for the period is ex-
empt from tax under this Par t by 
virtue of clause d, 
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(C} a gift to a corporation resident in 
Canada the income of which for the 
period is exempt from tax under this 
Part by virtue of this clause, or 
(D) a gift to Her Majesty in right of 
Canada or a province or to a Canadian 
municipality, 
and the aggregate of which is not less than 90 
per cent of the corporation's income for the 
period; R.S.O. 1970, c. 91, s. 5 (42) (e). 
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a corporation that was constituted exclusively for thehcert~;n . . . . ousrng 
purpose of providing low-cost housing accommodat10n corporations 
for the aged, no part of the income of which was 
payable to, or was otherwise available for the 
personal benefit of, any proprietor, member or share-
holder thereof: R.S.O. 1970, c. 91, s. S (42) (g). 
(g) a corporation that was constituted exclusively for ~,;i~-cf~R~n 
the purpose of carrving on or promoting scientific for scientific 
.,. . research 
research, no part of whose mcome was payable 
to, or was otherwise available for the personal 
benefit of, any proprietor, member or shareholder 
thereof, that has not acquired control of any other 
corporation and that, during the period, 
(i) did not carry on any business, and 
(ii) expended amounts in Canada each of which 
IS, 
(A} an expenditure on scientific research 
directly undertaken by or on behalf 
of the corporation, or 
(B) a payment to an association, university, 
college or research institution, des-
cribed in subclause ii or iii of clause a 
of subsection 1 of section 39 to be used 
for scientific research, 
and thl' aggregate of which is not less tlnn 90 
per cent of the corporation's income for the 
period; R.S.O. 1970, c. 91, s. S (42} (j). 
(h) a labour organization or societv or a benevolent Lahou
1
r . 
..,. organ zat1ons 
or fraternal benefit society or order; R.S.O. 1970, 
c. 91, s. 5, (42) (h). 
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Non-profit 
organtza tions (i) a club, society or association organized and operated 
exclusively for social welfare, civic improvement, 
pleasure or recreation or for any other purpose 
except profit, no part of the income of which was 
payable to, or was otherwise available for the 
personal benefit of, any proprietor, member or share-


















subs. 1 not 
applicable 
Idem 
(j) a mutual insurance corporation that received its 
premiums wholly from the insurance of churches, 
schools or other charitable organizations; R.S.O. 
1970, c. 91, s. s (42) (j). 
(k) a limited dividend housing corporation within the 
meaning of that expression as defined by the 
National Housing Act (Canada); R.S.O. 1970, c. 91, 
s. 5 (42) (l). 
(l) a corporation established or incorporated solely in 
connection with, or for the administration of, a 
registered pension fund or plan; R.S.O. 1970, c. 91, 
s. s (42) (p). 
(m) an insurer, who was engaged during the period 
in no business other than insurance, if, in the opinion 
of the Minister on the advice of the Superintendent 
of Insurance, 50 per cent of its gross premium 
income for the period was in respect of the insurance 
of farm property, property used in fishing or residences 
of farmers or fishermen. R.S.O. 1970, c. 91, s. 5 (42) (s). 
(2) For the purposes of clauses c tog inclusive of subsection 
1 and clause i of subsection 1, in computing the part, if any, of 
any income that was payable to or otherwise available for 
the personal benefit of any corporation or the aggregate of any 
amounts that is not less than a percentage specified in any of 
those clauses of any income for a period, the amount of such 
income shall be deemed to be the amount thereof otherwise 
determined less the amount of any taxable capital gains 
included therein. New. 
(3) Subsection l does not apply in respect of the taxable 
income of a benevolent or fraternal benefit society or order 
from carrying on a Life insurance business. R.S.O. 1970, 
c. 91, s. 5 (43). 
(4) For the purposes of subsection 3, the taxable income 
of a benevolent or fraternal benefit society or order from 
carrying on a life insurance business shall be computed on the 
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assumption that it had no income or loss from any other 
sources. R.S.O. 1970, c. 91 s. 5 (44). 
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(S} Where it is necessary for the purpose of this section ~~~~r;;,~~­
to ascertain the taxable income of a corporation for a period 
that is a part of a fiscal year, the taxable income for the 
period shall be deemed to be the proportion of the taxable income 
for the fiscal year that the number of days in the period is of 
the number of days in the fiscal year. R.S.O. 1970, c. 91, 
s. 5 (45). 
(6) For the purpose of clause e of subsection 1, When deemed not to have 
acquired 
( 
. . ll d h h . control of a) a corporat10n is contra e . y anot er corporat10n another. 
· · l 50 f · · d h . L corporation 1t more t 1an per cent o its issue s are capita , 
having full voting rights under all circumstances, 
belongs to, 
(i) the other corporation, or 
(ii) the other corporation and persons with whom 
the other corporation does not ckal at arm's 
Length, 
but the corporation shall be deemed not to have 
acquired control of another corporation if it has not 
purchased, or otherwise acquired for a consideration, 
any of the shares in the capital stock of that other 
corporation; 
(b) there shall be included in computing a corporation's Gifts 
income all gifts received by the corporation other than, 
(i) a gift received subject to a trust or direction 
that the property given, or property substi-
tuted therefor, is to be held permanently by the 
corporation for the purpose of gaining or 
producing income therefrom, or 
(ii) a gift or a portion of a gift in respect of which 
it is established that the donor has not been 
allowed a deduction under clause a of sub-
section 1 of section 98 or a gift made by a 
person who was not taxable under section 2 
of the l ncome Tax A ct (Canada) for ·the fiscal 1970-71, 
. I . I h 'f d R S ) )-0 c. 63 ican.) year m w uc 1 t e g1 t was ma c. .. , ( . 1 c t , 
c. 91, s. s (46). 
(7) For the purpose of clause{!, of subsection 1, 
(a) a corporation is controlled by another corporation if 
more than SO per cent of its issued share ca pi ta], 
Idem 
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having full voting rights under all circumstances, 
belongs to, 
(i) the other corporation, or 
(ii) the other corporation and persons with whom 
the other corporation does not deal at arm's 
length, 
but a corporation shall be deemed not to have 
acquired control of a corporation if it has not pur-
chased, or otherwise acquired for a consideration, any 
of the shares in the capital stock of that corporation ; 
and 
(b) there shall be included in computing a corporation's 
income all gifts received by the corporation and all 
amounts contributed to the corporation to be used 
for scientific research. R.S.0. 1970, c. 91, s. 5 (47). 







of determining whether it is described by clause e or g of 
subsection 1 for a fiscal year, 
(a) there may be deducted an amount not exceeding its 
income for the year preceding the fiscal year com-
puted without including or deducting any amount 
under this subsection; and 
(b) there shall be included any amount that has been 
deducted under this subsection for the immediately 
preceding fiscal year. R.S.O. 1970, c. 91, s. 5 (48). 
(9) For the purpose of determining whether a corporation 
has complied with the requirements of subclause iii of clause 
e of subsection 1 or subclause ii of clause g of subsection 1 for 
its first fiscal year after its incorporation, the whole or any part 
of amounts expended by it in the immediately subsequent 
fiscal year shall, if it so elects, be deemed to have been 
expended by it in the first fiscal year and not in the sub-
S('.quent fiscal year. R.S.O. 1970, c. 91, s. 5 (49). 
PART III 
DIVISION A-LIABILITY FOR CAPITAL TAX 
123. Except as otherwise provided in this Part, every 
corpo:-ation that is liable to the taxes imposed under this 
Act shall pay a capital tax as hereinafter required, 
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(a) in the case of a corporation to which subsection 1 of 
section 2 applies, upon its taxable paid-up capital 
determined in accordance with Division B of this Part; 
and 
(b) in the case of a corporation to which clause a or b 
of subsection 2 or 3 of section 2 applies, upon its 
taxable paid-up capital employed in Canada deter-
mined in accordance with Division C of this Part. 
R.S.O. 1970, c. 91, s. 4 (1), amended. 
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124. Except as provided in section 125, the taxable paid-upTa.~abie 
capital of a corporation shall be measured as at the close of the~:~it~f 
fiscal year for which the tax imposed by section 123 is levied 
and is its taxable paid-up capital determined under Division 
B of this Part. R.S.O. 1970, c. 91, s. 69. 
125. Notwithstanding section 124, the taxable paid-up Idem 
capital of a corporation that is liable to the taxes imposed 
under this Act by virtue of clause a or b of subsection 2 or 3 of 
section 2, referred to in this Part as "taxable paid-up capital 
employed in Canada", shall he measured as at the close of the 
fiscal year for which the tax imposed by section 123 is levied 
and is its taxable paid-up capital employed in Canada deter-
mined under Division C of this Part. R.S.O. 1970, c. 91, s. 6 ( 17). 
DIVISION B-COMPUTATJOK 
OF TAXABLE PAID-UP CAPITAL 
. .126 .. The pai~-up ca~ital of a corporation for a fiscal year:_~~~~ 
is rts paid-up capital as 1t stood at the close of the fiscal year capi taf 
and includes, 
(a) the paid-up capital stock of the corporation: 
(b) its earned, capital and any other surplus ; 
(c) al! its reserves, whether created from income or 
otherwise, except any reserve the creation of which 
is allowed as a charge against income under the pro-
visions of Part II, except clause p of subsection I of 
section 24 thereof; 
(d) all sums or credits advanced or loaned to the corpora-
tion by its shareholders directly or indirectly or hy any 
other corporation, excluding such sums or credits of 
a non-capital nature advanced or loaned to the 
corporation by a bank; and 
(e) all its indebtedness, whether assumed or undertaken 
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bentures, income bonds, income debentures, mort-
gages, lien notes and any other securities to which the 
property of the corporation or any of it is subject. 
R.S.O. 1970, c. 91, s. 70, amended. 
127 ,-(1) For the purpose of computing the taxable paid-up 
capital of a corporation for a fiscal year, there may be deducted 
from its paid-up capital as at the close of the fiscal year 
such of the following amounts as arc applicable, 
(a) the amount of the goodwill or other intangible thing 
included as an asset to the extent that such goodwill 
or other intangible thing in the opinion of the Minister 
has no value, but this deduction applies to no more than 
50 per cent of the book value of such goodwill or other 
intangible thing; 
(b) the amount of the discount allowed on the sale of the 
shares of a corporation to which Part IV of The 
Corporations Act applies; 
(c) the amount that equals that proportion of the paid-up 
capital remaining after the deduction of the amounts 
provided by clauses a and b which the cost of the 
investments made by the corporation in the shares 
and bonds of other corporations, in loans and ad-
vances to other corporations and in the bonds, 
debentures and other securities of any government, 
municipal or school corporation bears to the total 
assets of the corporation remaining after the deduc-
tions of the amounts provided by clauses a and b, but 
cash on deposit with any corporation doing the business 
of a savings bank and amounts due by a corporation 
with its head office outside Canada to a subsidiary 
controlled corporation or a subsidiary wholly-owned 
corporation taxable under this Part shall be deemed 
not to be loans and advances to other corporations; 
(d) in the case of a corporation engaged in mining, the 
amount that equals that proportion of the paid-up 
capital remaining after the deduction of the amounts 
provided by clauses a, band c which the total of, 
(i) the amount held or used in the survey for 
exploration and development of minerals, 
(ii) the amount invested in the mine as defined bY 
The Mining Tax Act, · 
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(iii) the amount invested in the plant and works 
necessary to and forming part of such mine, 
and 
(iv) the amount invested in the plant and works 
necessary for the refinement of the ore taken 
from the mine, 
bears to the total assets remaining after the deduc-
tion of the amounts provided by clauses a, b and c. 
R.S.O. 1970, c. 91, s. 71 (1). 
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(2) For the purpose of this Part, "any other surplus", ~~~f~~re­
" total assets" and "cost of investments" includes any amount, 
(a) by which any asset of a corporation is carried in its 
books of account or on its balance sheet in excess of 
the cost thereof; 
(b) by which the value of an asset of a corporation has been 
written down and deducted from its income or un-
divided profits where such amount is not deductible 
under Part II ; 
(c) the original cost of any asset to which subclause ii, 
iii or iv of clause d of subsection 1 applies, 
and excludes any amount, 
(d) by which the value of an asset of a corporation has 
been written down and deducted from its income or 
undivided profits where such amount is deductible 
under the provisions of Part IT except clause p of 
subsection 1 of section 24 thereof. R.S.O. 1970, 
c. 91, s. 71 (2), amended. 
(3) In computing taxable paid-up capital or taxable paid-up fr~~~~~t/00 
capital employed in Canada, as the case may be, no reduction 
may be made with respect to any transaction that, if per-
mitted, would unduly or artificially reduce the taxable paid-
up capital or taxable paid-up capital employed in Canada, as 
thecasemaybe. New_ 
DrvrsION ( - COMPUTATION OF TAXABLE PAID-UP 
CAPITAL EMPLOYED n: CANADA OF NON-RESiDENT 
128. Notwithstanding section 126, the paid-up capitat~:i?;~r 
employed in Canada of a corporation that is liable to the enfpioyed 
- d d h. A b . f 1 b f m Canada taxes impose un er t is ct y virtue o cause a or o of non-
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(a) the amount of which its taxable income earned in 
Canada determined for the purposes of this Act 
would be 8 per cent; or 
{b) the amount by which, 
(i) the amount of the total assets of the corporation 
in Canada exceeds, 
(ii) the amount of the indebtedness of the corpora-
tion relating to its permanent establishments 
in Canada but excluding therefrom all amounts 
that are advanced or loaned to its permanent 
establishments in Canada by the corporation 
itself or by any other corporation or its share-
holders directly or indirectly excluding such 
amounts of a non-capital nature advanced or 
loaned to the corporation by a bank, and all 
ot herindebtedness that is represented by bonds, 
bond mortgages, debentures, income bonds, 
income debentures, mortgages, lien notes and 
any other securities to which the property in 
Canada or any of it is subject, 
whichever is greater and in such case, this section shall apply 
as though, 
(c) the corporation had no permanent establishment 
outside Canada; 
(d) the paid-up capital employed in Canada as so deter-
mined were the total paid-up capital of the corpora-
tion; and 
(e) the taxable paid-up capital employed in Canada were 
allocated among the provinres and territories of 
Canada as prescribed by the regulations. R.S.O. 
1970, c. 91, s. 6 (17), amended. 
129. The taxable paid-up capital employed in Canada of a 
corporation to which this Division applies is its paid-up 
capital employed in Canada determined under section 128 
minus the aggregate of such of the deductions permitted under 
section 127 as may reasonably be considered wholly applicable 
on the assumption that the only assets of the corporation 
were assets pertaining exclusively to its permanent establish-
ments in Canada. R.S.O. 1970, c. 91, s. 6 (17), amended. 
130. In computing the paid-up capital employed in Canada 
of a corporation for the purpose of this Part there shall not be 
included the amount of the paid-up capital invested in a ship 
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or aircraft operated by such corporation in Canada if such 
corporation is entitled, in computing its income for a fiscal year, 
to exclude the income for a fiscal year earned in Canada from 
the operation of such ship or aircraft under clause c of 
subsection 1 of section 75. R.S.O. 1970, c. 91,s. 71 (3). 
DIVISION D-COMPUTATIOK 
OF CAPITAL TAX PAYABLE 
1313 
131. The tax payable by a corporation under this Part upon~,;<,{;,.~{ 
its taxable paid-up capital or taxable paid-up capital employed capital tax 
in Canada, as the case may be, in this section referred to as 
the "amount taxable", is one-tenth of 1 per cent of the 
amount taxable. R.S.O. 1970, c. 91, s. 6 (1). 
132. There may be deducted from the tax otherwise payable g~a.;;~~~n 
under this Part by a corporation for a fiscal year an amount on l'ald-up capital 
equal to one-tenth of 1 per cent of that portion of the taxable 
paid-up capital or taxable paid-up capital employed in 
Canada, as the case may be, which is deemed to be used by the 
corporation in the fiscal year in each jurisdiction outside 
Ontario determined under rules prescribed by the regulations. 
R.S.O 1970, c. 91, s. 6 (4). 
1 :-J:-J. Notwithstanding section 132, and except as provided in t;_~nimum 
subsection 1 of section 135, the tax payable under this Part 
shall in no case be Less than $50. R.S.O. 1970, c. 91, s. 6 (2). 
134. The tax imposed by this Part is not payable by anyExemptions 
corporation that is liable to a tax under section 138, 139, 
140, 141, 142 or 143 or by any corporation that is liable 
to the taxes imposed under this Act by virtue only of clause 
c of subsection 2 or 3 of section 2. R.S.O. 1970, c. 91, s. 6 (3). 
135.-(1) Except as provided in subsection 1 of section 30Idem 
every corporation referred to in clauses b, c, d, e, f, [!,, h, i, 
k, l and m of subsection I of section 122 shall, in lieu of the 
taxes payable under section 131 or 133 pay a tax of SS. 
R.S.O. 1970, c. 91, s. 6 ( 18), amended. 
(2) Every corporation referred to in clause j of subsection 1 Idem 
of section 122 and every corporation referred to in section 114 
shall, in lieu of the tax payable under section 131 or 133, 
pay a tax of $50. R.S.O. 1970, c. 91, s. 6 (l<J), amended. 
130. Where a corporation has a fiscal year of less than 365 ;';,~~i,.~}on­
days, the tax otherwise payable by it under this Part shall be capital tax 
in the proportion thereof that the number of days of such 
fiscal year bears to 365, except that this section docs not 
apply, 
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(a) to any corporation to which section 133 or 135 
applies; or 
(b) to any corporation the fiscal year of which does not 
end on the same date each year, but that has been 
accepted for purposes of assessment under this Act. 
R.S.O. 1970, c. 91, s. 7. 










part of a fiscal year only, the provisions of subsections 1 and 2 
of section 135 do not apply, and in any such case the tax 
otherwise payable under this Part shall be in the proportion 
thereof that the number of days of the fiscal year for which 
the exemption under subsection 1 of section 122 does not 
apply, bears to 365, except that the tax payable under this 
Part as reduced by this section shall in no case be less 
than $50. New. 
PART IV 
LIABILITY FOR SPECIAL TAXES 
138. -( 1) Every bank shall for every fiscal year thereof 
pay, 
(a) a tax of one-fifth of 1 per cent of the paid-up 
capital stock thereof and one-tenth of 1 per cent 
on the reserve fund and undivided profits thereof; 
(b) an additional tax of $3,000 for the principal office 
in Ontario and $200 for each additional office, 
branch or agency in Ontario, but in the case of such 
additional offices, branches and agencies that were 
open during the fiscal year fewer than 250 days, one 
tax of $200 shall apply for each 250 days or fraction 
thereof that such offices, branches and agencies were 
open. R.S.O. 1970, c. 91, s. 8 (1). 
(2) Where the head office of a bank is outside Ontario and 
where it has not more than five offices, branches and agencies 
in Ontario, the Minister, having regard to the amount of 
bu~iness transacted in Ontario, may reduce the amount of tax 
imposed by clause a of subsection 1, but such tax shall in no 
case be less than one-tenth of 1 per cent calculated on one-
half of the paid-up capital stock. R.S.O. 1970, c. 91, s. 8 (2). 
139.-(1) Every corporation that operates or uses a railway 
shall for every fiscal year thereof pay a tax of $60 per mile 
for one track, and, where the line consists of two or more 
tracks, of $40 per mile for each additional track, operated 
or used in any municipality in Ontario, and of $4-0 per mile 
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for one track, and, where the line consists of two or more 
tracks, of $20 per mile for each additional track, in territory 
without municipal organization in Ontario, but a corporation 
that operates or uses a railway that, either by itself or in 
conjunction with any other railway leased by it or to which it 
is leased or with which it is amalgamated or together with 
which it forms one system, does not exceed 150 miles in length 
from terminal to terminal, whether or not one or both of 
such terminals are outside Ontario, shall, in lieu of such 
tax, pay a tax of $15 per mile for one track in Ontario, and 
where the line consists of two or more tracks, of $5 per mile 
for each additional track in Ontario, and, where the railway 
or system does not exceed thirty miles in length between 
such terminals, a tax of $10 per mile for one track in Ontario 
and, where the line consists of two or more tracks, of $5 per 
mile for ·each additional track in Ontario. R.S.O. 1970, c. 91, 
s. 9 (1). 
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(2) In addition to the tax imposed by subsection 1, every tdditional 
corporation that operates or uses a railway that, either by ax 
itself or in conjunction with any other railway leased by it 
or to which it is leased or with which it is amalgamated or 
together with which it forms one system, exceeds 150 miles in 
length from terminal to terminal, whether or not one or both 
of such terminals are outside Ontario, shall for every fiscal 
year of the corporation pay a tax of $25 per mile for one 
track in Ontario, and, where the line consists of two or more 
tracks, of $20 per mile for each additional track in Ontario. 
R.S.O. 1970, c. 91, s. 9 (2). 
(3) Switches, spurs and sidings shall not be included in the ~~i.t~~f8t;0 be 
measurement of track for the purposes of this section. R.S.O. inclu<1ed 
1970, c. 91, s. 9 (3). 
140. Every corporation that owns, operates or uses a lineJ;~~~~f!, 
or a part of a line of telegraph in Ontario for gain, including special tax 
every corporation that owns, operates or uses a railway, shall 
for every fiscal year of the corporation pay a tax of 1 per 
cent upon the total amount of money invested by the corpora ti on 
in such line or part thereof and the plant and works connected 
therewith; provided that a corporation that owns and a 
corporation that operates and uses any such line or part 
thereof are liable jointly and severally for the payment of 
such tax, but the total amount payable in respect of such line 
or part thereof and the works and plant connected therewith 
shall not exceed the total amount of tax imposed under this 
section, notwithstanding that the line or part thereof is owned, 
operated or used by more than one corporation. R.S.O. 
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141. Every corporation that carries on the business of an 
express company over a railway in Ontario, including a cor-
poration that owns, operates or uses a railway, shall for every 
fiscal year of the corporation pay a tax of $800 for each 100 
miles or fraction thereof up to but not exceeding a tax of 
$10,000. R.S.O. 1970, c. 91, s. 11. 
142. Every corporation, except a corporation that owns, 
operates or uses a railway, that transacts in Ontario the 
business of operating, leasing or hiring sleeping or parlour 
or dining cars run upon or used upon any railway in Ontario, 
shall, for every fiscal year of the corporation, pay a tax of 
1 per cent calculated upon the money invested in such cars in 
use in Ontario. R.S.O. 1970, c. 91, s. 12. 
143.-(1) Every insurance corporation shall pay a tax of 2 
per cent calculated on the gross premiums that become payable 
to the corporation or its agent or agents during the fiscal 
year in respect of business transacted in Ontario, other than 
premiums in respect of re-insurance ceded to the corporation 
by other insurance corporations and considerations for 
annuities, after deducting from such premiums, 
(a) cash value of dividends credited to policyholders; 
(b) premiums returned. R.S.O. 1970, c. 91, s. 13 (1). 
(2) In addition to the tax payable under subsection 1, every 
corporation transacting business as an insurer for property 
insurance within the meaning of The Insurance Act and the 
regulations made thereunder shall pay a tax of one-half 
of 1 per cent calculated on the gross premiums that become 
payable to the corporation or its agent or agents during the 
fiscal year in respect of such business transacted in Ontario 
other than premiums in respect of re-insurance ceded to the 
corporation by other insurers after deducting from such 
premrnms, 
(a} cash value of dividends credited to policyholders; 
(b) premiums returned. New. 
(3) In determining the amount of taxes payable under sub-
sections 1 and 2, 
(a) every life insurance premium that becomes payable 
at the time the person insured is a resident of 
Ontario; and 
(b) every other premium that by the terms of the 
policy or renewal thereof becomes payable in respect 
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of insurance of a person resident or property situate 
in Ontario at the time such premium becomes 
payable whether or not, 
(i) such premium is earned wholly or partly m 
Ontario, 
(ii) the business in respect of the policy is 
transacted wholly or partly in Ontario, or 
(iii) the payment of such premium is made wholly 
or partly in Ontario, 
shall be deemed to be a premium payable in respect of 
business transacted in Ontario. R.S.O. 1970, c. 91, s. 13 (2). 
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(4) The tax imposed by subsection 1 is not payable in Exemptions 
respect of premiums payable under a contract of marine 
insurance or by, 
(a) mutual insurance corporations insuring agricultural 
and other non-hazardous risks on the premium note 
plan, the sole business of which is carried on in 
Ontario; 
(b}. fraternal societies and mutual benefit societies as 
defined in The Insurance A ct: or ~-~2? 1970· 
(c} pension fund and employees' mutual benefit societies 
incorporated under or subject to The Corporations ~-~0.1970. 
Act. R.S.O. 1970, c. 91, s. J 3 (3). 
(5) In this section, "marine insurance" means insurance~~~~iice 
against marine losses, that is to say, the losses incident to 
marine adventure, and may by the express terms of a contract 
or by usage of trade extend so as to protect the insured against 
losses on inland waters or by land or air which are incidental 
to any sea voyage. R.S.O. 1970, c. 91, s. 13 (4). 
(6) Where it is established to the satisfaction of the ~r~~}~adii~n 
Lieutenant Governor in Council that any jurisdiction dis-
criminates unfairly by imposing taxes, fees and other monetary 
obligations on any insurance corporation or any particular 
class of insurance corporations organized under the Jaws of 
Canada or of Ontario and having their principal offices in 
Ontario that in the aggregate arc in excess of comparable 
taxes, fees and monetary obligations imposed on any similar 
corporation or class of corporations organized under the laws 
of such jurisdiction, the Lieutenant Governor in Council 
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organized under the laws of such jurisdiction and that 
transacts business in Ontario shall pay, in addition to the 
tax otherwise imposed by this section, a tax not exceeding the 
equivalent of such excess, and such additional tax is recoverable 
in the same manner as any other tax imposed by this Act. 
R.S.O. 1970, c_ 91, s. 13 (5). 
(7) For the purposes of this Act, the fiscal year of every 
insurance corporation shall he deemed to end on the 31st day 
of December. R.S.O. 1970, c. 91, s. 13 (6). 
144. \Vhere a corporation has a fiscal year of less than 365 
days the tax otherwise payable hy it under this Part shall he in 
the proportion thereof that the number of days of such fiscal 
year hears to 365, except that this section does not apply to any 
corporation to which the provisions of section 143 applies. 
R.S.0.1970,c.91,s. 7. 
PART V 
RETURNS, PAYMENTS, ASSESSMENTS AND APPEALS 
DIVISION A-RETURNS 
14:1.-(1) Every corporation on which a tax is imposed by 
this Act shall, on or before the last day of the month that ends 
six months following the close of its fiscal year, without 
notice or demand, and every corporation on which a tax is or 
is not imposed hy this Act shall, upon receipt of a notice or 
demand in writing from the Minister or from any officer of 
the Ministry of Revenue authorized by the J\Iinister to make 
such demand, deliver to the Minister such return as is required 
for the purpose of carrying out the provisions of this Act. 
R.S.O. 1970, c. 91, s. 73 (1). 
(2) The return shall contain an estimate of the respective 
taxes payable and shall be verified by a certificate certifying 
that the financial statements included in the return or attached 
thereto are in agreement with the books of the corporation, 
an'd such certificate shall be signed by the president or some 
other officer having personal knowledge of the affairs of the 
corporation and, in the case of an extra-provincial corporation, 
by the manager or chief agent of the corporation in Ontario 
or by such other person or persons connected \Vith the cor-
poration as the Minister requires. R.S.O. 1970, c. 91, s. 73 (2). 
146.-{l) Every corporation that fails to deliYer a return 
as ana when required by subsection 1 of section 145 shall 
pay a penalty of, 
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(a) an amount equal to 5 per cent of the tax that was 
unpaid when the return was required to he delivered, 
if the tax payable hy the corporation for the focal 
year that was unpaid at that time was less than 
$10,000; and 
(b) $500, if at the time the return was required to be 
delivered tax payable by the corporation equal to 
$10,000 or more was unpaid. 
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(2) Every corporation that fails to complete the information~t~~f:t~o 
required on the return to be delivered under subsection 1 of retu.rn 
section 145 is liable to a penalty of 1 per cent of the taxes 
payable by it under this Act, but such penalty shall not in 
any case be less than $20 or more than $100. R.S.O. 1970, 
c. 91, s. 74 (2). 
(3) Every person who has, False 
statements 
(a) made, or participated in, assented to or acquiesced in 
the making of, false or deceptive statements in a 
return, certificate, statement or answer delivered or 
made as required by or under this Act or the regu-
lations; 
(b) to evade payment of a tax imposed by this Art, 
destroyed, altered, mutilated, secreted or otherwise 
disposed of the records or books of account of a 
corporation; 
(c) made, or assented to or acquiesced in the making of, 
false or deceptive entries, or omitted, or assented to 
or acquiesced in the omission, to enter a material 
particular, in records or books of account of a 
corpora ti on; 
(d) wilfully in any manner evaded or attempted to evade 
compliance with this Act or payment of taxes 
imposed by this Act; or 
(e) conspired with any person to commit an offence 
described by clauses a to d, 
is guilty of an offence and, in addition to any penalty other-
wise provided by this Act, is liable on summary conviction to 
a fine of not less than $25 and not more than $10,000 plus, 
in an appropriate case, an amount of not more than double 
the amount of the tax that should have heen shown to he 
payable or that was sought to be evaded, or to imprisonment 
for a term of not more than two years, or to both fine and 
imprisonment. R.S.O. 1970, c. 91, s. 74 (3). 
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g;~~Ts:fJ~s (4) Where a person, acting or purporting to act on behalf of 
in return a corporation, knowingly or under circumstances amounting to 
gross negligence in the carrying out of any duty or obligation 
imposed by or under this Act has made, or has participated in, 
assented to or acquiesced in the making of, a statement or 
omission in a return, certificate, statement or answer filed or 
made as required by or under this Act or the regulations, as a 
result of which the tax that would have been payable by 
the corporation for a fiscal year, if the tax had been assessed 
on the basis of the information provided in the return, 
certificate, statement or answer, is less than the tax payable 
by the corporation for the fiscal year, the corporation is liable 
to a penalty of 25 per cent of the amount by which the tax 
that would so have been payable is less than the tax payable 
by the corporation for the fiscal year. R.S.O. 1970, c. 91, 










147. The Minister may enlarge the time for making any 
return before or after the time for making it. R.S.O. 1970, 
c. 91, s. 75. 
DIVISION B-PAYMENTS 
148.-(1) The taxes imposed by this Act shall be deemed to 
accrue proportionately as the days of each fiscal year for 
which such taxes are imposed pass. R.S.0.1970, c. 91, s. 76 (1). 
(2) Every corporation on which a tax is imposed by this 
Act shall pay to the Treasurer of Ontario, 
(a) on or before the fifteenth day of each of the fifth, 
eighth and eleventh months of the fiscal yt;ar in 
respect of which the tax is payable and on or before 
the fifteenth day of the second month of the fiscal 
year following that in respect of which the tax is 
payable, an instalment equal to one-quarter of the 
tax payable as estimated by it at the rates for the 
fiscal year on, 
(i) its estimated taxable income and other subject 
of tax for the fiscal year, or 
(ii) its taxable income and other subject of tax 
for the immediately preceding fiscal year; and 
(b) on or before the last day on which a return is re-
quired to be delivered under subsection I of section 
145, the balance, if any, of the tax payable as esti-
mated by it on the return for the fiscal year. R.S.O. 
1970, c. 91, s. 76 (2). 
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(3) Notwithstanding subsection 2, every corporation on Dates of 
. . . . . payment 
which a tax is imposed by this Act, the fiscal year of which 
commenced after the 15th day of March, 1969, shall pay to 
the Treasurer of Ontario, 
(a) on or before the fifteenth day of each of the third, 
fifth, seventh, ninth and eleventh months of the 
fiscal year in respect of which the tax is payable 
and on or before the fifteenth day of the first month 
of the fiscal year following that in respect of which the 
tax is payable, an instalment equal to one-sixth of the 
tax payable as estimated by it at the rates for the 
fiscal year on, 
(i) its estimated taxable income and other sub-
ject of tax for the fiscal year, or 
(ii) its taxable income and other subject of tax 
for the immediately preceding fiscal year; and 
(b) on or before the last day on which a return is 
required to be delivered under subsection 1 of 
section 145, the balance, if any, of the tax payable 
as estimated by it on the return for the fiscal year. 
R.S.O. 1970, c. 91, S. 76 (3). 
(4) Notwithstanding subsections 2 and 3 and subject to ~.Pse;;ai 
subsection S of section 149, where for the purposes of this 
section any corporation estimates the amount of tax payable 
for a fiscal year to be less than $300, the corporation may, 
instead of paying the instalments required by subsection 2 or 
3, pay such tax on or before the fifteenth day of the first 
month of the fiscal year following that in respect of which 
the tax is payable. R.S.O. 1970, c. 91, s. 76 (4). 
t 49.-(1) Where the amount paid on account of tax payable ~~t~r;~~·ict 
by a corporation for a fiscal year before the expiration of the tax 
time allowed for delivering of the return of the corporation under 
section 145 is less than the amount of tax payable for the 
fiscal year, the corporation liable to pay the tax shall pay 
interest on the difference between those two amounts from the 
expiration of the time for delivering the return to the date of 
payment at such rate as is prescribed by the regulations. 
R.S.O. 1970, c. 91, s. 77 (1). 
(2) \\There a corporation is required by subsection 2, 3 or Idem 
4 of section 148 to pay all or a part or instalment of tax 
and it has failed to pay all or any part thereof as required, 
the corporation, in addition to the interest payable under 
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by the regulations, on the amount it failed to pay from the day 
on or before which it was required to make the payment to the 
day of payment or the beginning of the period in respect of 
which it becomes liable to pay interest thereon under subsection 
1, whichever is earlier. R.S.O. 1970, c. 91, s. 77 (2). 
(3) Where the Minister has reassessed the tax payable for 
a fiscal year under subsection 4 of section 150 and the tax 
payable is greater than the tax previously assessed for that 
fiscal year, the interest payable under subsection 2 and the 
penalty under subsection 1 of section 146 shall be assessed in 
accordance with the provisions of subsection 1 of section 150 
provided, 
(a) that the provisions of this subsection shall not apply 
where subsection 3 or 4 of section 146 apply; and 
(b) the provisions of this subsection shall apply only with 
respect to instalments of tax due and payable before 
the thirtieth day following the date of such reassess-
ment. New. 
(4) Where a corporation is entitled to deduct under sub-
section 1 of section 99 in computing its taxable income for a 
taxation year an amount in respect of a loss sustained in the 
fiscal year immediately following the taxation year, herein-
after in this subsection referred to as "the loss year", for the 
purpose of computing interest and penalty interest under this 
section on tax or a part or instalment of tax for the taxation year 
for any portion of the period in respect of which the interest is 
payable on or before the last day of the loss year, the tax 
payable for the taxation year shall be deemed to be the amount 
that it would have been if the corporation were not entitled to 
deduct an amount under subsection 1 of section 99 in respect 
of that loss. R.S.O. 1970, c. 91, s. 77 (3). 
{S) For the purposes of calculating interest under sub-
section 2, where a corporation is required to pay a part or 
instalment of tax for a fiscal year as estimated by it on its 
taxable income and other subject of tax for a preceding fiscal 
year or on its estimated taxable income and other subject of 
tax for the fiscal year, it shall be deemed to have been liable 
to pay a part or instalment computed by reference to the 
taxable income and other subject of tax for, 
(a) the preceding fiscal year; or 
(h) the fiscal year, 
whichever is the lesser. R.S.O. 1970, c. 91, s. 77 (4). 
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DrvrsroN C-ASSESSMENTS 
150.-(1) The Minister shall with all due despatch examine ~r"~~~~':'~~t 
each return delivered under section 145 and assess the tax for 
the fiscal year and the interest and penalties if any payable. 
R.S.O. 1970, c. 91, s. 78 (1). 
(2) After examination of a return, the Minister shall send, ~s~~;s~0Int 
by mail or by registered mail or deliver by personal service a 
notice of assessment to the corporation that delivered the 
return. R.S.O. 1970, c. 91, s. 78 (2). 
(3) Liability for tax imposed by this Act is not affected by ~m~gi~ft~on 
an incorrect or incomplete assessment or by the fact that no for tax 
assessment has been made. R.S.O. 1970, c. 91, s. 78 (3). 
(4) The Minister may at any time assess tax, interest or ~~~s~ess­
penalties, or notify in writing any person by whom a return 
of income or other subject of tax for a fiscal year has been 
filed that no tax is payable for the fiscal year, and may, 
(a) at any time, if the corporation or person filing the 
return, 
(i) has made any misrepresentation or committed 
any fraud in filing the return or supplying any 
information under this Act, or 
(ii) has failed to file financial statements with the 
return reg uired to be filed under section 145, or 
(iii) has been negligent in supplying any informa-
tion under this Act, or 
(iv} has filed with the Minister a waiver in a 
prescribed form within six years from the day 
of mailing of a notice of an original assessment 
or of a notification that no tax is payable for 
a fiscal year, or 
(v) has claimed a deduction under clause u of 
subsection 1 of section 24; and 
(b} within six years from the day referred to m sub-
clause iv of clause a, in any other case, 
reassess or make additional assessments or assess tax, interest 
or penalties, as the circumstances require. R.S.O. 1970, c. 91, 
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(5) Where a corporation has delivered the return required by 
section 145 for a fiscal year and, within one year from the 
day on or before it was required by section 145 to deliver a 
return for that fiscal year, has filed an amended return for 
the fiscal year claiming a deduction from income under sub-
sect ion 1 of section 99 in respect of a loss sustained in the 
fiscal year immediately following that fiscal year, the Minister 
shall reassess the tax payable by the corporation for that 
fiscal year. R.S.O. 1970, c. 91, s. 78 (5). 
(6) The Minister is not bound by a return or information 
delivered by or on behalf of a corporation and may, notwith-
standing a return or information so delivered or if no return 
or information has been delivered, assess the tax payable under 
this Act. R.S.O. 1970, c. 91, s. 78 (6). 
(7) An assessment, subject to being varied or vacated on 
an objection or appeal and subject to a reassessment, shall be 
deemed to be valid and binding notwithstanding any error, 
defect or omission therein or in any proceeding under this 
Act relating thereto. R.S.O. 1970, c. 91, s. 78 (7). 
151.-(1) Every corporation shall within thirty days from 
the day of mailing of the notice of assessment pay any part of 
the assessed tax, interest and penalties then remaining unpaid, 
whether or not an objection to or appeal from the assessment 
is outstanding. R.S.O. 1970, c. 91, s. 79 (1). 
(2) Where in the opinion of the Minister a corporation is 
attempting to avoid payment of a tax imposed by this Act 
or where the Minister has assessed the tax payable under this 
Act pursuant to subsection 6 of section 150, he may, notwith-
standing subsection 2 of section 150, serve the notice of 
assessment upon the corporation or the president, manager, 
secretary or any director, agent or representative thereof and 
direct that all taxes, penalties and interest as set out therein 
shall be paid forthwith. R.S.O. 1970, c. 91, s. 79 (2). 
D1vrs10N D-REFUNDS OF OVERPAYMENTS 
152.-(1) If the return required to be delivered by a cor-
poration under section 145 for a fiscal year has been delivered 
within four years from the end of that fiscal year, the Minister, 
(a) may, upon mailing the notice of assessment for the 
fiscal year, refund without application therefor any 
overpayment made on account of the tax payable for 
the fiscal year; and 
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(b) shall make such a refund after mailing the notice of 
assessment if application therefor has been made in 
writing by the corporation within four years from 
the day on which the overpayment was made or the 
day on which the notice of assessment was mailed. 
R.S.O. 1970, c. 91, s. 80 (1 ). 
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(2) Instead of making a refund that might otherwise be ftg~i~;1~ion 
made under this section, the Minister may, where the cor- taxes 
poration is liable or about to become liable to make another 
payment under this Act, apply the amount of the overpayment 
to that other liability and notify the corporation of such action. 
R.S.O. 1970, c. 91, s. 80 (2). 
(3) Where an amount in res1)ect of an over1)ayment is Int erest on ~ over-
refunded or applied under this section on other liability, pa.vmcnts 
interest at such rate as is prescribed by the regulations 
shall be paid or applied thereon for the period commencing 
with the latest of, 
(a) the day on which the overpayment arose; 
(b) the day on or before which the return of the 
corporation in respect of which the overpayment arose 
was required by section 145 to be delivered; or 
(c) the day on which the return of the corporation in 
respect of which the overpayment arose was delivered, 
and ending with the day of refunding or application aforesaid, 
unless the amount of the interest so calculated is less than 
$1, in which event no interest shall be paid or applied under 
this subsection. R.S.O. 1970, c. 91, s. 80 (3). 
(4) Where by a decision of the Minister under section 154 Idem 
or by a decision of a court it is finally determined that the 
tax payable under this Act by a corporation for a fiscal year 
is less than the amount assessed by the assessment under 
section 1 SO tow hich objection was made or from which the appea l 
was taken and the decision makes it appear that there has been 
an overpayment for the fiscal year, the interest payable under 
subsection 3 on that overpayment shall be computed at such 
rate as is prescribed by the regulations. R.S.O. 1970, c. 91, 
s. 80 (4). 
(5) Where an amount has been paid with respect to th(' Idem 
provisions of section 167 and the tax payable under this Act for 
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the interest payable on that overpayment shall, notwithstand-
ing subsection 3, be computed at such rate as is prescribed 
for the purpose of subsection 4 as though the day on which the 
overpayment arose is the day upon which the payment was 
made. New. 
(6) Except as provided in subsection S, for the purpose of 
this section, "overpayment" means the aggregate of all 
amounts paid on account of tax payable for a fiscal year 
minus all amounts payable under this Act or an amount so 
paid where no amount is so payable. R.S.O. 1970, c. 91, 
s. 80 (5). 
(7) Where a corporation is entitled to deduct under 
subsection l of section 99 in computing its taxable income 
for a taxation year an amount in respect of a loss sustained 
in the fiscal year immediately following the taxation year, 
hereinafter in this subsection referred to as "the loss year", 
and the amount of the tax payable for the taxation year 
is relevant in determining an overpayment for the purpose of 
computing interest under subsection 3 for any portion of a 
period ending on or before the last day of the loss year, the 
tax payable for the taxation year shall be deemed to be the 
amount that it would have been if the corporation were not 
entitled to deduct an amount under subsection l of section 
99 in respect of that loss. R.S.O. 1970, c. 91 , s. 80 (6). 
153.-( l) Where instalments of tax as required by 
subsection 3 of section 148 arc overpaid at any time prior 
to the day the return of the corporation in respect of which 
the overpaid instalments occurred was required by section 145 
to be delivered or the day on which a refund was made upon 
assessment where such assessment is made before the day the 
return was due to be filed, whichever is earlier, interest at 
such rate as is prescribed for the purpose of subsection 3 of 
section 152 shall be allowed on the overpayment to the extent 
that interest has been otherwise assessed under subsection 2 
of section 149 except that under no circumstances shall the 
credit interest so allowed exceed the interest otherwise 
assessed under that section. 
(2) Subsection l does not apply with respect to any amount 
to which subsection S of section 152 applies. New. 
DIVTSTON E-OBJECTIONS TO ASSESSMENT 
154.---(l) A corporation that objects to an assessment 
under section 150 may within ninety days from the day of 
mailing of the notice of assessment serve on the l\limster 
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a notice of objection in duplicate in the prescribed form 
setting out the reasons for the objection and all relevant facts. 
R.S.O. 1970, c. 91, s. 81 (1). 
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(2) A notice of objection under this section shall be served Service 
by being sent by registered mail addressed to the Minister. 
R.S.O. 1970, c. 91, s. 81 (2). 
(3) The Minister may accept a notice of objection under this Idem 
section notwithstanding that it was not served in duplicate or 
in the manner required by subsection 2. R.S.O. 1970, c. 91, 
s. 81 (3). 
(4) Upon receipt of the notice of objection, the Minister~~~onsldern­
shall with all due despatch reconsider the assessment and 
vacate, confirm or vary the assessment or reassess and he shall 
thereupon notify the corporation of his action by registered 
letter. R.S.O. 1970, c. 91, s. 81 (4). 
DlVISlON" F-APPEi\LS 
155.-(1) Where a corporation has served notice ofobjection Appeal 
to an assessment under section 154, the corporation may appeal 
to the Supreme Court to have the assessment vacated or varied 
after the l\linister has confirmed or reassessed, but no appeal 
under this section may be instituted after the expiration of 
ninety days from the day notice has been mailed to the corpora-
tion under section 154 that the Minister has confirmed the 
assessment or reassessed. R.S.O. 1970, c. 91, s. 82 (1). 
(2) An appeal to the Supreme Court shall be instituted ~g,i;:eals, 
by serving on the Minister a notice of appeal in duplicate in instituted 
the prescribed form and by filing a copy thereof with the 
Registrar of the Supreme Court or the local registrar of the 
Supreme Court for the county or district in which the corpora-
tion appealing has its head office or other permanent 
establishment. R.S.O. 1970, c. 91, s. 82 (2}. 
(3} A notice of appeal shall be served upon the Minister Notice of appeal 
by being sent by registered mail addressed to the l\.finistcr. 
R.S.O. 1970, c. 91, s. 82 (3). 
(4) The corporation appealing shall set out in the notice~{~rf~i~l~n• 
of appeal a statement of the allegations of fact, the statutory 
provisions and reasons that it intends to submit in supporting-
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(S) An appeal by a corporation and all proceedings there-
under are, upon the expiration of sixty days from the day the 
appeal is instituted, null and void unless security for the 
costs of the appeal has been, within the said period, paid into 
court in the sum of $400 or such other sum as the Minister 
requires and, upon an appeal becoming null and void by virtue 
of this subsection, no other appeal or proceedings shall be 
instituted in respect of the same decision. R.S.O. 1970, 
c. 91, s. 82 (5). 
(6) When security has been given under subsection 5, 
notice thereof shall be served on the l\Iinister specifying the 
fact and the purpose of the payment. R.S.O. 1970, c. 91, 
s. 82 (6). 
156.-(1) The Minister shall with all due despatch serve on 
the corporation appealing and file in the court a reply to the 
notice of appeal admitting or denying the facts alleged and 
containing a statement of such further allegations of fact and of 
such statutory provisions and reasons as the Minister intends 
to rely on. R.S.O. 1970, c. 91, s. 83 (1). 
(2) The court or a judge may in its or his discretion 
strike out a notice of appeal or any part thereof for failure to 
comply with subsection 4 of section 155 and may permit an 
amendment to be made to a notice of appeal or a new notice 
of appeal to be substituted for the one struck out. R.S.O. 
1970, c. 91, s. 83 (2). 
(3) The court or a judge may in its or his discretion, 
(a) strike out any part of a reply for failure to comply 
with subsection 1 or permit the amendment of a 
reply; or 
(b) strike out a reply for failure to comply \vith this 
section and order a new reply to be filed within a time 
to be fixed by the order. R.S.O. 1970, c. 91, s. 83 (3) . 
(4) Where a notice of appeal is struck out for failure to 
com ply with subsection 4 of section 1 SS and anew notice of appeal 
is not filed as and when permitted by the court or a judge, the 
court or a judge thereof may, in its or his discretion, dispose 
of the appeal by dismissing it . R.S.O. 1970, c. 91, s. 83 (4). 
(S\ Where a reply is not filed as required by this section 
or is struck out under this section and a new reply is not filed 
as ordered by the court or a judge within the time ordered , the 
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court may dispose of the appeal ex parte or after a hearing on 
the basis that the allegations of fact contained in the notice 
of appeal arc true. R.S .0. 1970, c. 91, s. 83 ( 5). 
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157 .-(1) Upon the filing of the material referred to in ~~~~·ct 
sections 155 and 156 with the ~egistrar of the Su pn'rn(' Conrt or action 
the local n:gistrar of the Supreme Court for the county or 
district in which the corporation appealing has its head office 
or permanent establishment, the matter shall be deemed to be 
an action in the court and, unless the court otherwise orders, 
ready for hearing. R.S.O. 1970, c. 91, s. 84 (1). 
(2) Any fact or statutorv provision not set out in the Facts not 
J set out 
notice of appeal or reply may bl: pleaded or referred to in such ma.y be . pleaded 
manner and upon such terms as the court directs. R.S.O. 
1970, C. 91, s. 84 (2). 
{3) The court may dispose of the appeal by, 
(a) dismissing it; 
(b) allowing it; or 
(c) allowing it, and, 
(i) vacating the assessment, 
(ii) varying the assessment, 
(iii) restoring the assessment, or 
(iv) referring the assessment back to thl' :\Iinister 
for reconsideration and reassessment. X.S.O. 
1970, c. 91, s. 84 (3). 
Disposal 
of appea.1 
(4) The court may in delivering judgment disposing of an~~J;,~;.1~~ 
appeal order payment or refund of tax, interest, penalties ormentor· 
l h . l l\l. . l l tax, etc. costs >y t e corporation or t 1e ·· mister, as t 1e case may Jl'-
RS.O. 1970, c. 91, s. 84 (4). 
158. Proceedings under this Division shall be held In camera 1:,r(~~:;,~~~ntts 
upon request made to the court by the corporation apprnling or 
by the Minister. RS.O. 1970, r. 91, s. 85. 
159. The practice and procedurl' of the Supremt• Court. ~upr~me 
including the right of appeal and the prartic<' and procedurc P•?~[uce . to g-overn 
rdatmg to appeals, apply to every matter deemed to be an 
action under section 157 and every judgment and order given 
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or made in every such action may he enforced in the same 
manner and by the like process as a judgment or order given 
or made in an action commenced in the court. R.S.O. 1970, 
c. 91, s. 86. 
Irreguiarttles 160. An assessment shall not be vacated or varied on appeal 
by reason only of any irregularity, informality, omission or error 
on the part of any person in the observation of any directory 




:'\D)HNISTRATIO::-J AND ENFOl{CEME:-<T 
161.-(1) Any person thereunto authorized by the Minister 
for any purpose related to the administration or enforcement 
of this Act may at all reasonable times enter into an y premises 
or place \vhere any business is carried on or any property is 
kept or anything is done in connection with an y business or 
any books or records are or should be kept pursuant to this 
Act, and, 
(a) audit or examine the books and records and any 
account, voucher, letter, telegram or other document 
that relates or mav relate to the information that is 
or should be in the"books or records or the amount of 
tax payable under this Act; 
(b) examine property described by an inventory or any 
property, process or matter an examination of which 
may, in his opinion, assist him in determining the 
accuracy of an inventory or in ascertaining the in-
formation that is or should be in the hooks or record,; 
or the amount of any tax payahle under thi,; Act; 
(c) require the president, manager, ,;ecretan· or 311~· 
director, agent or representatin~ of the corporation 
liable to pay or considered possibly liable to pay tax 
under this Act and any other per:.-cm on tlw pre111ist's 
of such corporation to give him all reasonable assist-
ance with his audit or examination and to answer all 
questions relating to the audit or examinaticm either 
orally or, if he so requires, in writing, on oath or by 
statutory declaration and. for that purpose , require 
such person to attend at the premises or place with 
him; and 
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(d) if during the course of an audit or examination it 
appears to him that there has been a violation of this 
Act or the regulations, seize and take away any of 
the records, books, accounts, vouchers, letters, tele-
grams and other documents and retain them until 
they are produced in any court proceedings. RS.O. 
1970, c. QJ' s. 88 (1 ). 
(2) The Jiinister may, for any purpose relating tot lie adm in is- Idem 
tration or enforcement of this Act, by registered letter or by a 
demand served personally, require from any corporation or 
from the president, manager, secretary, or any diredor, ag('nt 
or representative thereof. 
(a) any information or additional information or a return 
as required by section 145 or a suppll'tnentary 
rct 11 rn : or 
(b) production, or production on oath, of any books, 
letters, accounts, invoice,;, statements, financial or 
otherwise, or other documents, 
within such reasonable time as is stipulated therein. RS.O. 
1970, C . 91, S. 88 (2). 
(3) The Minister may, for any purpose related to the ad-Idem 
ministration or enforcement of this Act, by registered letter 
or by a demand served personally, require from any person, 
partnership, syndicate, trust or corporation holding or paying 
or liable to pay any portion of the income of the corporation, 
or from any partner, agent or official of any such person, 
partnership, syndicate, trust or corporation, production, or 
production on oath, of any books, letters, accounts, invoices, 
statements, financial or otherwise, or other documents, within 
such r~asonable time as is stipulated therein. R.S.O. 1970, 
c. 91, S. 88 (3). 
(4) The ]\ilinister may, for any purpose related to the ad-Idem 
ministration or enforcement of this Act, \vi th the approval of 
a judge of the Supreme Court, which approval the judge is 
hereby empowered to give upon ex parte application, authorize 
in writing any officer of the Mini,,try of Revenue, together 
with such mcmhcr" of the provincial police or other peace 
ofllcers as he calls on to assist him and such other persons 
as are named therein, to cntn and search, if n('cessary by 
force, any building, receptacle or place for documents, hooks, 
records, papers or things that may afford evidence as to the 
violation of any provision of this Act or the regulation:-, and 
to seize ancl take away any '.-inch documents, hooks, n•cords, 
papers or things and retain them until tlH'y aw prodnu·d in 
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(5) The Minister may, by registered letter or by a demand 
served personally, require the production, under oath or other-
wise, by any person, partnership, syndicate, trust or cor-
poration, or by his or its agent or officer, of any letters, 
accounts, invoices, statements, financial or otherwise, books 
or other documents in the possession or in the control of such 
person, partnership, syndicate, trust or corporation or of his 
or its agent or officer, for the purpose of determining what 
tax, if any, is payable under this Act by any corporation and 
production thereof shall be made within such reasonable time 
as is stipulated in such registered letter or demand. R.S.O. 
1970, c. 91, s. 88 (5). 
(6) The Minister may, for any purpose related to the ad-
ministration or enforcement of this Act, authorize any person. 
whether or not he is an officer of the Ministry of Revenue , to 
make such inquiry as he deems necessary with reference to 
anything relating to the administration or enforcement of this 
Act. R.S.O. 1970, c. 91, s. 88 (6), amended. 
(7) \i\There a book, record or other document has been seized, 
examined or produced under this section, the person by whom 
it is seized or examined or to whom it is produced or any 
officer of the Ministry of Revenue may make, or c:rnse to be 
made, one or more copies thereof and a document purporting to 
be certified by the Minister or a person thereunto authorized 
by the i\Iinistcr to be a copy made pursuant to this section is 
admissible in evidence and has the same probative force as 
the original document would have had if it had been proven 
in the ordinary way. R.S.O. 1970, c. 91, s. 88 (7), amended. 
(8) No person shall hinder or molest or interfere with any 
person doing anything that he is authorized by this section 
to do or prevent or attempt to prevent any person doing any 
such thing and, not\.,·ithstanding any other law to the contrary, 
every person shall, unless he is unable to do so, do everything 
he is required by this section to do. R.S.O. 1970, c. 91, s. 88 (8). 
(9) Declarations or affidavits in connection with returns 
delivered under this Act or statements of information sub-
mitted pursuant to this section may be taken before any person 
·having authority to administer an oath, or before any person 
specially authorized for that purpose by the Lieutenant 
Governor in Council, but any person so specially authorized 
shall not charge any fee therefor. R.S.O. 1970, c. 91 , s . 88 (9). 
(10) For the purpose of an inquiry authorized under sub-
section 6, the person authorized to make the inquiry has all 
the powers of a commission under Part II of The Public 
Inquiries A ct, 1971, which Part applies to the inquiry as if 
it were an inquiry under that Act. R. S .0. 1970 . c. q I , 
s . 88 (10), amended. 
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162.-(1) Every corporation that is required by this Act Books and 
to pay taxes shall keep records and books of account, including records 
an annual inventory kept in the same manner as is required 
for purposes of the Income Tax Act (Canada) and the regulations~~~g-z6an.) 
made thereunder at its permanent establishment in Ontario or 
at such other place as is designated by the Minister, in such 
form and containing such information as will enable the taxes 
payable under this Act to be determined. R.S.O. 1970 
c. 91, s. 89 (1), amended. 
(2) Where a corporation has failed to keep adequate Idem 
records and books of account for the purpose of this Act, the 
:VCinister may require the corporation to keep such records and 
books of account as he specifies and the corporation shall there-
after keep records and books of account as so required. R.S.O. 
1970, c. 91, s. 89 (2). 
(3) Every corporation required by this section to keepldem 
records and books of account shall, until written permission 
for their disposal is obtained from the l\'1inister, retain every 
such record or book of account and every account or voucher 
necessary to verify the information in any such records or 
books of account. R.S.O. 1970, c. 91, s. 89 (3). 
163.-(1) Every corporation that has failed to deliver a Offences 
return as and when required by this Act or the regulations is 
guilty of an offence and, in addition to any penalty otherwise 
provided, on summary conviction is liable to a fine of not less 
than $25 for each day of default. R.S.O. 1970, c. 91, s. 90 (1). 
(2) Every person who has failed to comply with or contra-Idem 
vened section 161or162 is guilty of an offence and, in addition 
to any penalty otherwise provided, on summary conviction is 
liable to a fine of $25 for each day during which the default 
continues. R.S.O. 1970, c. 91, s. 90 (2). 
104. Where a co.rporation is guilty of an offence ur_ider this ~t~-~W' 
Act, any officer, director or agent of the corporation who corporations 
directed, authorized, assented to, acquiesced in, or participated 
in, the commission of the offence is a party to and guilty of 
the offence and on summary conviction is liable to the punish-
ment provided for the offence whether or not the corporation 
has been prosecuted or convicted. R.S.O. 1970, c. 91, s. 91. 
Hm. An information in respect of an offence against this Time for 
Act shall be laid within six years of the time when the matter l~f~~~ation 
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166.- ( I) No person employed in the service of Her !\fa jesty 
shall communicate or allow to be communicated to any person 
not legally entitled thereto any information obtained under this 
Act or allow any such person to inspect or have access to any 
written statement furnished under this Act. R.S.O. 1970, 
c. 91, s. 93 (1). 
(2) Every person who contravenes any prov1s10n of this 
section is guilty of an offence and on summary conviction is 
liable to a fine of not more than $200. R.S.O. 1970, c. 91, 
s. 93 (2). 
(3) Notwithstanding subsection l, the Minister may, for the 
purpose of aiding in an investigation for taxation purposes 
under this or any other Act, enter into an agreement with the 
government of Canada or of any province under which officers 
of such government will be allowed access to information 
obtained or any written statement furnished under this Act 
and officers of the Government of Ontario will be allowed 
access to information obtained or any written statement 
furnished under any Act of such government. R.S.O. 1970, 
C. 91, S. 93 (3). 
Collection 
167 .-(1) All taxes, interest, penalties, costs and other 
amounts imposed under this Act are debts due to Her 
Majesty and, subject to the Bankruptcy Act (Canada), are a 
first lien and charge upon property in Ontario (except pre-
scribed property) of the corporation liable to pay such taxes, 
interest, penalties, costs and other amounts. R.S.O. 1970, 
c. 91, s. 94 (1), amended. 
(2) All taxes. interest, penalties, costs and other amounts 
imposed under this Act upon a corporation that owns, operates 
or uses a railway arc a special liep on any property, real or 
personal, in which the corporation has any interest, legal or equi-
table (other than as lessee or under any agreement for running 
rights or operating rights) in priority to every claim, 
privilege, lien or encumbrance, whenever created, of eYery 
person, and the lien and its priority are not lost or impaired by 
any neglect, omission or error of any minister, officer, servant 
or agent of the Crown, or by want of registration. R.S.0. 
1970,c.91,s. 94(2). 
168.-( l) When the Minister has knowledge or suspects that 
a person is or is about to become indebted or liable to make any 
payment to a corporation liable to make a payment under this 
Act, he may, by registered letter or by a letter served 
personally, require him to pay the moneys other\\'ise payable 
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to that corporation in whole or in part to the Treasurer of 
Ontario on account of the liability under this Act. R.S.O. 
1970, c. 91, s. 95 (1). 
(2) The receipt of the Treasurer of Ontario for moneys paid Idem 
as required under this section is a good and sufficient 
discharge of the original liability to the extent of the payment. 
R.S.O. 1970, C.·91, s. 95 (2}. 
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(3} Every person who has discharged any liability to a Liability · · of debtor 
corporation liable to make a payment under this Act without 
complying with a requirement under this section is liable to 
pay to Her Majesty in right of Ontario an amount equal to the 
liability discharged or the amount that he was required under 
this section to pay to the Treasurer of Ontario, whichever is 
the lesser. R.S.O. 1970, c. 91, s. 95 (3). 
(4) Where a person who is or is about to become indehted:!~~~~e~f 
or liable to make a payment to a corporation liable to make a 
payment under this Act carries on business under a name or 
style other than his own name, the registered or other letter 
under subsection 1 may be addressed to the name or style under 
which he carries on business and, in the case of personal service, 
shall be deemed to have been validly served if it has been left 
with an adult person employed at the place of business of the 
addressee. R.S.O. 1970, c. 91, s. 95 (4). 
(5) Where the persons who are or are about to become Idem 
indebted or liable to make a payment to a corporation liable to 
make a payment under this Act carry on business in partnership, 
the registered or other letter under subsection 1 may he 
addressed to the partnership name and, in the case of personal 
service, shall be deemed to have been validly served if it has 
been served on one of the partners or left with an adult person 
employed at the place of business of the partnership. R.S.O. 
1970, c. 91, s. 95 (S). 
169.-(1) Upon default of payment by a corporation of any Ref ?overy o ,ax, 
tax, int~rest or penalty or any of them imposed upon a ~~~erest 
corporat10n by this Act, penalties 
(a) the Minister may bring an action for the recovery 
thereof in any court in which a debt or money 
demand of a similar amount may be collected, and 
every such action shall he brought and executed in 
and by the name of the Minister or his name of office 
and may be continued by his successor in office 
as if no change had occurred, and shall b(' tried 
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(b) the Minister mav issue a warrant, directed to the 
sheriff of any ~aunty or district in which anv 
property of the corporation is located or situat~. 
for the amount of the tax, interest and penalty 
or any of them 9wing by the corporation, together 
with interest thereon from the date of the issue 
of the warrant and the costs, expenses and poundage 
of the sheriff, and such warrant has the same force 
and effect as a writ of execution issued out of the 
Supreme Court. R.S.O. 1970, c. 91, s. 96 (1). 
(2) For the purpose of any proceeding taken under this 
Act, the facts necessary to establish compliance on the part 
of the Minister with this Part as well as the failure of any 
person, partn'ership, syndicate, trust or corporation to comply 
with the requirements of this Part shall, unless evidence to 
the contrary satisfactory to the court is adduced, be sufficiently 
proven in any court of law by affidavit of the Minister or of any 
officer of the Ministry of Revenue. R.S.O. 1970, c. 91, s. 96 (2) , 
amended. 
170. The use of any of the remedies provided by sections 168 
and 169 docs not bar or affect any of the other remedies therein 
provided, and the remedies provided by this Act for the recovery 
or enforcement of the payment of any tax, interest and penalty 
or any of them imposed by this Act are in addition to any other 
remedies existing by law, and no action or other proceeding 
taken in any way prejudices, limits or affects any lien, charge 
or priority existing under this Act or otherwise. R.S.O. 1970, 
c. 91, s. 97. 
171.- (1) Where a corporation has failed to pay taxes , 
interest and penalties or any of them imposed by this Act for a 
period of more than three years from the date of mailing 
of the notice of assessment provided by subsection 2 of sect ion 
150, no person shall sell any capital assets of the corporation 
unless he has given written notice by registered letter to the 
1Iinister not less than ten days before the date of the sale. 
R.S.O. 1970, c. 91, S . 98 (1) . 
(2) Every person who contravenes the provb1011s of sub-
section 1 is liable to a penalty of not less than an amount 
equal to the amount of such taxes, interest and pem1ltie~ in 
default and such penalty is recoverable by action in any court 
in which a debt or money demand of a similar amount nrny be 
collected. R.S.O. 1970, c. 91, s. 98 (2) . 
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t 72. If an" doubt or dispute arises as to the liabilit)' of a com-
1 
. 
. J . prom sing 
corporat10n to pay a tax or any portion of a tax demanded d.ispu~cs as to 
l h h . f h. A 'f . t . l . 1Iab1hty unc er t e aut onty o t is ct, or 1 owmg o spec1a cir- for taxes 
cumstances it is deemed inequitable to demand payment of 
the whole amount imposed by this Act, the '\linister may 
accept such amount as he deems proper. R.S.O. 1970, c. 91, 
s. 99. 
1 73. Every person who, and every corporation that, contra- ~3~;;.~·~1 
venes or fails to comply with any of the provisions of this Act 
or the regulations for which no other fine is provided is guilty 
of an offence and on summary conviction is liable to a fine of 
not less than $50 and not more than $500. R.S.O. 1970, c. 91, 
S. 100. 
17 4. The fines imposed for offences under this Act are ~l~~~le to 
payable to the Treasurer of Ontario. R.S.O. 1970, c. 91, rcasurer 
s. 101, amended. 
t 75.-(1) The Lieutenant Governor in Council may make Regulations 
regulations, 
(a) authorizing or requmng the Deputy Minister of 
Revenue or any officer of the Ministry of Revenue to 
exercise any power or perform any duty conferred or 
imposed upon the Minister by this Act; 
(b) providing for the issuance of certificates as to the 
amount of taxes, interest and penalties or any of 
them owing by any corporation under this Act and 
prescribing the fee payable therefor; 
(c) prescribing anything that by this Act is to be pre-
scribed or is to be determined or regulated by the 
regulations; 
(d) prescribing amendments to the provisions of Part TT 
that relate to the computation of income and taxable 
income and to the provisions of Parts VII and VIH, 
such amendments to remain effective only if enacted 
by the Legislature at the first regular session after 
such amendments have been prescribed; 
(e) respecting any matter necessary or advisable to carry 
out effectively the intent and purpose of this Act; 
(j) prescribing rates of interest for the purposes of 
Part V. R.S.O. 1970, c. 91, s. 102 (1). 
(2) A regulation is, if it so provides, effective with rdercnce 1tlem 
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PART VII 
TRA~SITIONAL PROVISIONS 
176. --(1) For the purposes of this Act, the Income Tax 
Application Rules, 1971 (Canada) shall, where applicable, be 
deemed to apply mutatis mutandis to fiscal years ended in 1972 
and subsequent fiscal years. 
(2} In this Act where reference is made to The Corporations 
Tax Application Rules, 1972, such reference shall mean the 
provisions made applicable by subsection 1. 
(3} In this .Act where reference is made to The Corporations 
Tax Act such reference shall mean the provisions of The 
Corporations Tax Act, R.S.O. 1970, c. 91, as amended. 
PART VIII 
MISCELLANEOUS 
~fK~~~~~if9~0• 17 7 ·--:-(1) The Corporation~ Tax Act, being chapter 9~ of 
c. 91 as the Revised Statutes of Ontano, 1970, apphes to corporations 
amended and . f ll fi ) . b f . h 
this Act m respect o a sea years endmg e ore or dunng t e year 
R.S.O. 1970. 






1971 and this Act applies thereafter, provided that the 
provisions of this Act relating to the collection of taxes apply 
to the collection of taxes under The Corporations Tax Act 
and that the priority of tax under subsection 1 of section 94 
of The Corporations Tax Act docs not apply to property 
prescribed for the purposes of subsection 1 of section 167 
of this Act. 
(2) Subject to subsection 1, The Corporations Tax Act, The 
Corporations Tax Amendment Act, 1971, The Corporations Tax 
Amendment Act, 1971 (No. 2) and The Corporations Tax 
Amendment Act, 1971(No_3) are repealed. 
178. This Act comes into force on the day it receives 
Royal Assent. 
1 79. This Act may be cited as The Corporations Tax A ct, 
1972. 
